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INDEPENDENT AUDITOR'S REPORT




Coriffiot Shiblee Aeecarritorinty

B65 Sknth Mayo Tmil, Suite 7
Paintsville, Kentucky 41240-1215

{606) 759-3358
Fax {606) 789-1326

INDEPENDENT AUDITOR'S REPORT

Members of the Board of Educaticn
Paintsville Independent School District
Paintsvilie, Kentucky

Report on the Financlal Statements

We have audiled the accompanying financial statements of the governmental activilies, the business-type activities,
each major fund, and the aggregate remaining fund Information of Paintsville (ndependent School District, as of end for
the year ended June 30, 2013, and the related notes to the financial statements, which collectively comptise the
District's baslc financial statements as listed in the table of contents,

Management‘s Responsibliity for the Financlal Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted In the United States of America; this includes the design, implementation, and
maintenance of intemal contro} relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibillly is to express opinions on these financial statements based on our audit. We conducted our audit in
aceordance with auditing standards generally accepled In the United States of America and the standards applicabie to
finanda audits contained in Govemment Auditing Standards, issued by the Comptroller General of the United Stales;
the provisions of Office of Management end Sudget Circutar A-133, Audils of Stales, Local Govemmaents, and Non-
Profit Organizations, and the audit requirements prescribed by the Kentucky State Committee for Scheo! District Audits
in Appendix 1 of the indepandent Auditor’s Conlract - General Audit Requirements, Appendix !l of the Indspandent
Auditor's Contract - State Audit Requirements, and Appendix il of the Independent Auditors Conlract — Audit
Extension Raques!, and Appendix IV of the independent Audilor's Conlract ~ instructions for Submission of the Audit
Report. Those standards require that we plan and perform the audit to obtain reagonable assurance about whether the

financial statemants are free from material misstatemeant,

An audit involves psrforming procedures to obtain zudit evidence about the amounts and disclosures in the financial
statements. The procedures selected dapend on the auditor's judgment, including the assessment of the risks of '
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the
auditor conslders intemal contrel relevant to the entity's preparation and fair presentation of the financiel statements in
order to design sudit procedures that are appropriate in the circumstances, but not for the purpase of expressing an
opinion on the effectiveness of the entity's intemal control, Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting poticies used and the reascnableness of significant accounting
estimates mede by management, 8s well as evaluating the overall preseniation of the financial statements.

We belleve that the audit evidence we have oblained Is sufficient and appropriate lo provide a basis for our audit
opinions, :

Opinions

In our opinion, the financial statements referred to above present faldy, in ali materiat respects, the respective financial
pasition of the govemmental activities, the business-type activities, sach major fund, and the aggregate remaining fund




pasition, and, where applicable, cash flows thereof for the year then ended In accerdance with accounting principles
generally accepted in the United States of America.

Emphasis of Mattar

As described in Note U to the financial statements, in 2013, the District adopted new accounting guidance, GASB
Statement No. 65, Hems Previously Reported as Assels and Liabiitlas. Our opinion is not modified with respect to this

matter.
Other Matters

Requirad Suppiementary Informalion

Accounting principles generally accepted in the Unlted States of America require that the Management's Discussion
and Analysis and budgetary comparison information on pages 3-6 and 36-37 be presented fo supplement the basic
financlal statements. Such Information, although not a part of the basic financlal statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financia! statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquirles of management about the methads of preparing the infarmation
and comparing the informetion for coneistency wilh management's responses o our Inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do nat express an
opinion or provide any assurance on the information because the limiled proceduras do not provide us with sufficient

evidence 10 express an opinicn or provide any ‘assurance.

Other information

Our audit was conductad for the purpose of forming opinions on the financiat statements thal collactively comprise the
Palntsviie Independent School District's basic financial statements, The budget comparison and the combining
nonmajor fund financial statements are presented for puposes of additional analysis and are not a required part of the
basic financiat statements. The Schedule of Expenditures of Faderal Awards is presented for purposes of additional
analysis as required by U.S. Office of Managament and Budget Circular A-133, Audits of States, Local Govemmenls,
and Non-Profit Organizations, and Is also not a required part of the basle financial statements.

The combining and individual nonmalar fund financlal statements and the Schedule of Expenditures of Faderal Awards
are the responsibllity of management and were derived from and relate direclly to the underlying accounting and other
records used to prepare the basic financial stalements. Such Information has been subjected to the suditing procedures
appiied in the audit of the basic financlal slatements and certain additional proceduras, including comparing and
reconciling such information directly to the underlying accounting and cther records used to prepare the hasic financial
statements or to the basle financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted In the United States of America. In our opinion, the combining and Individual nonmajor
fund financia! statements and the Schedule of Expenditures of Federal Awards are fairly stated In all material respects

in relation to tha basic financial statements as a whole,

The budget comparison has not been subjected to the audlling procedures applied in the audit of the basic financial
statements and, accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Requlrad by Government Audliting Standards

In accordance with Govemment Auditing Stendards, we have also Issued our report dated Octobar 14, 2013, on our
consideration of the Paintsville independent School District's intemal control over financial reporting and on our tesis of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of thet report Is to describe the scope of our testing of intemal contral over financie! ceporting and compliance
and the results of that testing, and not to provide an opinion on Intemai control over financiai reporting or on compliance.
That report is an infegral part of an audit perfermed In accordance with Govemment Auditing Standards in considering
Paintsville Independent School District's internat control over financial reporting and compfiance.

Wells & Companye, PS <
Cerified Pubﬁc Accountants

Paintsville, Kentucky
August 14, 2014, Revised

Octaber 14, 2013




PAINTSVILLE INDEPENDENT SCHOOL DISTRICT - PAINTSVILLE, KY
MANAGEMENT'S DISCUSSION AND ANALYSIS (MD&A)
FOR THE YEAR ENDED JUNE 20, 2013

As management of the Paintsville Independent School District {District), we offer readers of the District's
financial statements this narrative overview and analysis of the financial activities of the District for the fiscal
yeer ended June 30, 2013. We encourage readers to consider the information presenied here in
conjunction with additional information found within the body of the audit. This Is the tenth year the District
has prepared the annua! financial report using the new financial reporting model. The reporting model is a
combination of both government-wide financial statements and fund financiel statements.

FINANCIAL HIGHLIGHTS

» The ending cash balance for the District was $1,748,990 in 2012 and $6,834,502 in 2013. This is
an increase of $5,087,512. Much of this difference can be explained by bond proceeds not yet
spent for censtruction. '

» From 2012 to 2013, tola) Genéral Fund revenue decreased by .3%. Revenue from the state
decreased 1.0% and Interest on invested funds increased 100.06%.

¢ Among mejor funds, the Generat Fund had $6.8 million in revenue, which primarily consisted of
local property, utilities, and motor vehicle taxes, federal programs and state funding. There were
$7.2 milion in expenditures.

o Aconcerted effort was focused on purchasing in the areas of supplies, food, and travel resulted in
several economies due to changed management strategies.

» Following the completion of the District long-range plan for faciiities, there Is a focus on investing
in plant management with the age and size of our faclities reflective of this need. :

e The Board initiated a new construciion project to add on to Paintsville Elementary during 2012,
On November 29, 2012, the district Issuad $4,155,000 in School Bullding Revenue Bonds (series
2012) to finance the improvements. in addition, the District recelved $2,669,929 from the issue of
QZAB Bonds (serles 2012) on November 20, 2012. The District is required to make contributions
to an escrow acoount totaling $2,045,096 over a 23 year period. This amounts to the District
possibly receiving $624,833 in monies that they don't have to pay back due to the federal
government making the interest payments on behalf of the District.

» Bonds are Issued as the District renovates faclliies cansistent with a long-range facilities plan
thal is established with community input and in keeping with Kentucky Department of Education
{KDE) stringent compliance regulations. The District pald $255,000 in principal payments during
the current fiscal year.

¢ State law requires districts to update a priority st of construction and renovation needs, called a
local faciliies ptan, every four years. The document guides the allocation of Schoot Facilities
Construclion Commission dollars. The District is currently updating its local facilities plan.

OVERVIEW OF FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the District's basic financial
statements. The District's basic financial statements comprise three components: 1) govemment-wide
financial statements, 2) fund financial statements, and 3} notes to the financiat statements. This report also
contains other supplementary information in addillon to the basic financial statements themselves.




Govarnmant-wide financlal statements. The government-wide financial statements are designed to
hptmrid| o readers with a broad overview of the Distric’s finances, in a manner similar to a private-sector
usiness.

The Statement of Net Position presents infomation on all of the Distdel's assets and liabilities, with the
difference between the two reported as net position. Over time, increases or decreases in aet position may
serve as a useful indicator of whether the financial pesition of the District is improving.

The Statement of Activities presents information showing how the District's net position changed during
the most recent fiscal year. All changas in net posilion are reported as saon as the underlying event
giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and
expﬁggses are reported in this statement for some itemns that wili result in cash flows in future fiscal
periods.

The govemment-wide financial statements oulire functions of the District that are principally supported
by property taxes and intergovernmental revenues (governmental activities), The governmentat activities
of the District include instruction, support services, operation and maintenance of plant, student
transportation and operation of non-instructional services. Fixed assets and related debt are also
supported by taxes and intergovernmental revenues.

The govemment-wide financial statements can be found on pages 7 through 8 of this report.

Fund financial statements. A fund fs a grouping of related accounts thet is used to maintain control over
resources that have been segregated for specific activities or objectives. This is a state mandated uniform
system and chart of accounts for ali Kentucky public school districts utilizing the MUNIS administrative
software. The District uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements. ANl of the funds of the District can be divided into thres categories: Govemmental
funds, proprietary funds, and fiduclary funds. Fiduclary funds are trust funds established by benefactors to
aid in student education, welfare, and teacher support. The Proprietary Fund includes the food service and
vending operation. All other activities of the District are included In the govemmental funds.

The basic governmental fund financial statements can be found on pages 9 through 16 of this report.

Notes to the financial statements. The notes provide additional information that is essentia! to a full
understanding of the data provided in the govemment-wide and fund financlal statements. The notes to the

financial statements can be found on pages 17 through 35 of this report,
GOVERNMENT-WIDE FINANCIAL ANALYSIS

The largest portion of the District's net position reflecls its investment in capital assets (e.g., tand and
improvements, buildings and improvements, vehicles, fumiture and equipment and general fixed assets),
less any related debt used to acquire those assets that is stil outstanding. The District uses these capital
assets to provide services to its students; consequently, these assets are not available for future spending.

The District's financial position is the product of several financial transactions inciuding the net results of
activities, the acquisition and payment of debt, the acquisiton and disposa! of capital assets, and the
depreciation of capital assets. '




Net Position for the period ending June 30, 2013 and 2012

This Is the elaventh year that the Distrct Is following GASB 34 and comparing assets, liabities and net position. 2013
Government Wide Nat Posltion compared to 2012 era as follows;

2013 2012

Current Assets $ 7.104.731 $ 2,058,580
Noneurvent Assols -10.000,652 ~L230487
Total assots ~12.105.383 —8.338,217
Deferred Outflows of Resources —to9.720 55208
Current Liabllides 1,458,311 398,984
Noncument Liabifities 10071843 —4018474
Total llabilittes 11,628,164 4,416,438
Net Positon

Net investment in capltal assels 4457012 2,950,724
Restricted 484531 504,552
Unrestricled Fund Balance —ran 418 1622708
Total nat position - restated $_5,686,959 § 4977584

There has been no significant change In the financial posttion of the Districi since the last aud!t.

The fallowing table presents a fund accounting comparison and summary of revenue and expense for gavemment funds
only for the fiscat years 2013 and 2012.

2013 2012

Revenues:
Local revenue sources $ 2928919 $ 2,667,120
Siate revenue saurces 4,611,408 4,583,179
Federat sources 1,031,580 1,034,813
Investments __ 85347 36218
Total revenues 8,657,262 8,331,330
Expensos:
(nstruction 5,226,028 5,239,482
Student support sepvices 319,552 252,963
Instructional staff support §32492 524,966
District administration 380,719 369,102
Scheo! administration 385,348 408,070
Business support 184,701 186,088
Plant operaions end maintenance 1,176,245 850,734
Student transportation 166,018 217,907
Centrat office support - -
Fatilities acquisiticn end construction 231,815 4628
Communtly services activities 52600 51,683
Cther —288,365 —1.814.844
Total expenses -11,263.90¢ - 2920757
Excess {doficit) of ravenue over expenditures - {2,606,839) {1,589,427)
QGther Financing Sources (Uses}
Proceeds from tha saip of fixed assets ' - -
Bond aale proceeds 6751703 —
Total other financing sources (uses) 6,761,703 -
Excess {doficit) of roevenues and other

financing sources over expenditures

and other financing uses . £ 4145084 (5.1.589,427)

5




« On-behalf of amounts are included in the above figures. On-behalf payments as defined by KOE are
payments the state makes on behalf of emplayees to the various agencies for health and life insurance,
benefits and administration fees. Further discussion of these can be found in Note B. Expenses that
increased from 2012 to 2013 inciude student support services, Instructional staff suppert, plant
operations and maintenance, facllities acquisition and construction, and community services activities.

The changes in the balances and transactions of indlvidual funds have not been material. Changes in final
budget when compared to origingl are not material.

« The majority of revenue in 2013 was derived from state funding (63%) as compared with fiscal year
2012 (55%) with local revenue making up (34%) of total revenue in 2013 compared to {32%) in 2012,

GComments on Budget Comparisone

¢ The District’s total General Fund revenues for the fiscal year ended June 30, 2013, net of other
financing sources, were $6.8 million.

¢ General Fund budget compared to actuel revenue varied slighty from line item to line item with the
ending actual balance being $1,228,185 more than budget.

¢ The total cost of all General Fund programs and services was $7.2 miltion net of debt service.

e General Fund budget expenditures to gctual varied significantly in instruction {$946,646}. This
resulted from the board recording the on-behalf payments made for the District.

BUDGETARY IMPLICATIONS

In Kentucky the public schoo! fiscal year Is July 1-June 30; other programs, i.e. some federal operate on a
different fiscal calendar, but are reflected in the District's overall budget. By law the budget must have a
minimum 2% contingency. The District adopted a budget with $1,8641,589 in contingency (22%). The
General Fund beginning cash balance for beginning the fiscal year was $1,515,001,

Questions regarding this report should be directed to the Superintendent, Director of Financlal Services or
by mail at 305 Second Street, Paintsville, KY 41240,
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PAINTSVILLE INDEPENDENT SCHOOL DISTRICT
STATEMENT OF NET POSITION
June 30, 2013

Assets

Current Acsets:

Cash end cash equivalents

Inventory

Accounts receivable
Taxes - current
Taxas - delinnguent
Accounts recaivable
Intergovermnmental - stale
Intergovemmantal - indirect federal

Total current asgets

Noncurront Assots:
Caplisl assets, nat

Total noncurrent assota
Total ansets

Deferved Cutflows of Reaourcea
Debt discount

Total deferrod outfiows of resources

Liabliities

Current Liabilities:
Accounts payable
Payroll lizbilities
Uneamed revanue
Cument portion of bond obligations
{nlarest payable

Total current llabllities

Noncurrent Liabliities:
Noncument portion of KSBIT assessment
Nancunent portion of bond obligations
Noncurrent portion of accrued sick leave

Total noncurrent llabilitlen
Totat liablilties

Net Positlon:
Nat Investment in capite! assets
Restricted for;
Sick leave
SFCGC escrow- current offer
Dabt service
Inventory
New assets
Unrestricted

Total net posltion

See indepandent auditor's report and ammpanyln_g natesto ﬁnand_?l statements.

Business
Govermmental Type

Activities Activitias Total
$ 6598000 % 143691 $ 6,741,700
- 13,459 13,450
107177 . 107.177
21,783 - 21,783
36,808 - 38,606
180,878 840 181,818
6,848,641 168,000 7,104,731
0,887,387 13,2685 10,000,682
9,987,397 13,265 10.000.862
16,834,038 171,355 17,105.383
109,720 - 108,720
109.720 - 108.720
908,138 51 £08,187
7.982 7.902
17,845 - 17.845
383,917 - 83017
48,370 - 48,370
1,450,260 51 1,456,311
231,052 - 231,052
8,776,179 - 8,776,179
£84.612 - 84,812
10,071,843 - 10,071,843
—11.628,103 51 11528154
4,443 747 13,265 4,457,012
64,812 - 84,612
268,787 - 288 787
5,003 - 5,093
. 13,458 13459
- 144,680 144,580
735416 - 735418
$ 55156556 § 171,304 § 56865850
r—————— e I
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PAINTSVILLE INDEPENDENT 8CHOOL DISTRICT

BALANCE SHEET
GOVERNMENTAL FUNDS

June 30, 2013

Assots and Resources:

Cash and cash equivalents
Accounts receivable
Taxes - current
‘faxes - delinquent
Accounts recelvable
Intergovernmentat - state

intergovernmental - indirect federal

Total aasets and resources

Liabilitles and Fund Balances:
Liabliities:
Accounts payable
Payroll finbilities
Uneamed revenue

Total liabllities

Fund Balances:
Restricted For:
Capital projects
Sick leave payable
SFCC escrow - current offer
Deb! semvice
Unassigned:
Undasignated, reported in:
Geaneral fund

Total fund balances

Totat liabllitles and
fund balances

Qther Tota
Genaral Special Construction  Governmental Govemmantal

Fund Reavenue Fund Fund Funds
$ 1012339 & (158,5680) $ 5472440 S 271880 $ 6,598,000
107477 - - - 107,177
21,783 - - . 21,783
38,608 - . - 38,608
- 180,878 - - 180,876
g 1!170!905 $ 22416 §$ 5472440 § 271880 § 6,048,841
$ 78221 § 4581 § 917244 $ . $ 888,138
7.002 - - - 7.092
- 17,845 - - 17.845
84,213 22416 917,344 - 1,023,973
.- - 4,555,086 - 4,555,086
84,612 . - . 64,612
- - - 268,787 268,767
. - - 5093 5,003
1,031,080 - - . 1,031,080
1,085,862 . 4,555,096 271,880 5.922.6868
$ 1.179!9115 $ 22!416 $ 5.472!440 é&& _s___e__ﬂa&

Sea independent auditor's report and accompanying notes to financial slatements.




PAINTSVILLE INDEPENDENT SCHOOL DISTRICT

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO
THE STATEMENT OF NET POSITION

June 30, 2013

Tota! fund balance per fund financial statemenis $ 5822668

Amounts reported for govemmental activities in the Statement of Net
Paosition are diffarent because: ’

Capital assets are not reported In this fund financlal stalement because
they are not current financlal resources, but they ara reported in the
Statement of Net Position _ 9,887,397

Daferred cutflows of resources are not reporled in this fund financial slatement
because they are not available to pay current-period expenditures, but
they are reposted in the Statement of Net Pasition 109,720

Cerlaln Habillties (such as KSBIT assesament, bonds payable, capital lease payable,
the lang-term portion of accrued sick leave, and actrued interest) are not reported in
this fund financial statement because they are not due and payable, but they are

presanied in the Statement of Net Position {10.504,130)
Net pasition for governmental activities § 5515685
—_—

Sea Indepandent auditor's report and aceompan{rmg notes lo;guaradai statements.




PAINTSVILLE INDEPENDENT SCHOOL DISTRICT

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
For the yaer anded June 30, 2013

QOther Totat
Genaral Special Construction  Govemments!  Govemments!
Fund Revenus Fund Fund _Fund
Revonuen:
From local sources
Taxos
Proparty $ 1844920 S - $ . $§ 273512 $ 2118432
Motor vehicle 130,518 - - - $30.519
Uttt 435,276 . - . 435,276
Tultion end fees §0,792 - - - 50,762
Earnings on investments 70,612 - - 14,535 85,347
Other loca! revenues 143,800 - . - 193,800
intergovemmentel - state 4,100,759 173,427 - 337,220 4,611,405
tntergovemmenial - indlrect fedaral 690 988,487 - 44,413 1.031.50
Tatal revenues 6,627,668 1,156.914 - 669,600 8,657.262
Exponditures: .
{natruction 4215244 1,010,784 - - 6,228,020
Support services:
Studant 308,355 1,197 - - 319,552
Instruction stoff 434,667 97,825 - - 532,492
District administrative 360,719 - - - 380,719
School administrative 386,348 - - - 385.348
Business 184,701 - - - 184,701
Plant operation and maintenance 1,176,245 - . . 1,176,245
Studaent transportation 160,668 5,350 - - 168,018
Caentral ofiice - - - - -
Frciktios acquisition and construction - - 231,816 - 2,371,815
Community sarvices activitles . 52,600 . - 52,600
Other 7.507 - - 480,878 488,385
Total exponditures 1233452 1177388 237181 § 480.878 11,263,801
Excess {defich) of rovenues ovar expenditures (405,784} (17,842) (2,371,815} 188,802 (2.606,839)
Qther Financing Sources (Uses):
Bond proceeds - . - 6.761.703 6,751,703
Procends from the sala of fixed assols . . - . .
Operating tranafess in - 17.842 175,208 320420 522470
Qperating trenafers out {19,342) - - {503,128} {522,410)
Ncn aporating transfers in - - 6,751,703 - 6,751,703
Non apereling transfers out - - - (6,751,703 __(8.761.703)
Totat other financing sourcas {(uses) {19.342) 17842 6.928.911 {173.708) 6,751,703
Extons {dnficit) of revanue and other financing
sourcos over expenditures and othor
financing uses (425.126) - 4,555,098 15,084 4,145,064
Fund balance, July 1, 2012 1.520.618 - - 256,788 1777604
Fund balance, June 30, 2013 $ 1085602 3 - $ 4555006 $ 271880 § 6022666
e —— =~ ] o = ]

See indepsndent auditor's report and accompanying rotes to financial statemants.
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PAINTSVILLE INDEPENDENT SCHOOL DISTRICT

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

For the year ended June 30, 2013

Net change in total fund batances per fund financial statements

Amounts reported for govemmental aclivities in the Statement of Activilles

are different because:

Cepltal cutlays are reported as expenditures in this fund financlal statemerit because
they use current financial resources, but they are presented as assets in the Statement
of Activities and depreciated over their estimated economic ives. The difference Is the
amount by which capital oullay exceeds depraciation for the year

The issuance of long term debt (bonds and financial obligations) provides current
financie! resources ta gavernment funds, while bond and capital lease payments
ara recognized as expenditures of current financial resources in the fund financia
statement but are reductions of liabiiities in the Statement of Net Position

Generally, expenditures recognized in this fund financial statement are fimited
to only those that use current finenclal resources, but expenses are recognized in

the Staternent of Activities when they are Incurred

Change In net position of govemmaental activities

See independent auditor's report and accompanying notes to financlal statements.

-12-

$ 4,145,084

2,723,828

{5.937,671)

{187,181}
§ 743,840




PAINTSVILLE INDEPENDENT SCHOOL DISTRICT
STATEMENT OF NET FOSITION
PROPRIETARY FUND

June 30, 2013

Assats

Current Assets:
Cash s cash equivalents
(nvantory
Accounts recelvable
intergovernmental — indlrect federal

Total current assets
Noncurrent Assats:
Capital assels
L.ess: accumulated depreciation

Total noncurrant assets

Total assets

Llabllitles

Current Liabtlities:
Accounts payable

Total current llabilities

Not Position:
Net Investmant In capital assets
Restricted For;
Inventory
New assets

Total net positlon

See Indapendent audiler's report and accompanying notes to finencial statements.

Food
Service

Fund

$ 143681
13,459

940

158,090

81,670

77,805
13,265

$ 171,355

13,265

13,459

144,580

$ 171.304
ey




PAINTSVILLE INDEPENDENT SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
PROPRIETARY FUND

For the year ended June 30, 2013

Qperating Revenues:
tunchroom sales

Total oparating revenues
Operating Expenses:
Salaries and wages
Materials and supplies
Depreciation
Other operating expenses
Total operating expenses
Operating loss
Non-Operating Revenues (Expenses}):
Federal grants
Donated commodities
State grants
Interest income
Total non-operating revenues
Change in net position

Net Position, July 1, 2012

Net Position, June 30, 2013

See independent auditor's report and accompanying noles to financial statements.
o -14-

Food
Service
Fund

$ 237,057

237,057

362,179
263,448
3,823

9,767

639,217

(402,160}

238,249
17,150
104,958

8,038

367,295

{34,865)

206,169

$ 171,304




PAINTSVILLE INDEPENDENT SCHOOL DISTRICT
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

For tha year ended June 30, 2013

Cash Flows from Operating Activities:
Cash received from:
Lunchroom sales
Cash paid tofior:
Employees
Material and supplies
Other activities

Not cash provided by (used for) operating activities

Cash Flows from Noncapital Firancing Activities:
Govemment grants

Net cash provided by noncapital and related financing activities

* Cash Flows from Capital and Related Finaneing Activities:
: Purchases of capital assets

Net cash used for capital and related financing activitles

Cash Flows from Investing Activities:
Receipt of interest income

Net cash provided by Investing actlvitles
Net (decrease) In cash and cash equivalents
Balances, boglnning of year
Balances, end of year

Reconciliation of operating income (loss) to net cash provided
{used) by operating activities
Operating income (loss)

Adjustments to reconcile operating income to net cash provided
(used) by operaling activities

Depreciation

Doneted commiotilies

On-haha!f payments

Change in assets and flabllitles

Inventory
Accounts payable

Not cash provided by {(used for) operating activities

Sehedule of non-cash transactions:
Donated commodities received fram faderal goverament

On-behall payments

' See independent audiior's report and accompanying notes to financlal stalements.

§ 237057

(261,300}
{251,025)

{6.767)
{285,035)

249,826
249,828

6,938

6,938
(28,271)
171,882

§_ 143601
$ (402,160)

3,823
17,150
100,879

4

{4,731)

S (85030

$ 17180
100,878




PAINTSVILLE INDEPENDENT SCHOOL DISTRICT
STATEMENT OF FIDUCIARY NET POSITION

FIDUCIARY FUND

June 30, 2013

Agency
Fund
Assgets;
Cath and cash equivalents $§ 92712
Accounts recelvable 713
Total agsets $ 93425
——————— 4
Liabllitles;
Accounts payable $ 6,548
Due to student groups 88,879
Total Habllities $ 83,425

See independent audilor's report and accompanying notes fo financlat statements.
-16-
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PAINTSVILLE INDEPENDENT SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS

For the year ended June 30, 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of Paintsville independent School District have been prepared fo confarm with
Accounting Principles Generally Accepted in the United States of America ("GAAP") as applied o
governmental unils. The Governmentat Accounting Standards Board ("GASB") is the accepted slandard
setting body for establishing govemmental accounting and financial reporting principles. The Superintendent of
Schools {s responsible for keeping records and accounts of all finaacial fransactions in the manner prescribed
by the State Board of Education. The following is a summary of the more significant of these policles.

Reporting Entity

The Paintsville Independent Board of Education ("Board"), a five-member group, is the level of government
which has oversight responsibliities over zll activities related to public elementary and secondary school
education within the [urisdiction of Paintsville independent Board of Education ("District”). The District receives
funding from local, state and federal govemment sources and must comply with the commitment requirements
of these funding source entifies. However, the District Is niot Included in any aother govemmental *reporting
enllty" as dafined in Section 2100, Codificalion of Govemmenial Accounting and Financial Repoiting
Standards. Board members ave elscted by the public and have decision making authorsily, the power to
designate management, the responsiblilty to develop policies which may influence operations and primary
accouniability for fiscal matters.

The District, for financial purposes, Includes all of the funds and account groups relevant to the oparation of the
Paintsville independent Board of Education. The financlal stalernents presented herein do not includa funds of
groups and organizations, which although associated with the school syslem, have not originated within the
Board itself such as Band Boosters, Parent-Teacher Asgociations, ele.

The financial statements of the District'lndude fhose of separately administered organizations that era
confrolled by or dependent on the Board. Control or dependence |5 determined an the basls of budget
adoption, funding and appointment of the respective govemning board,

Based on the foregeing criteria, the financial statements of the following organization gre included in the
accompanying financial statements:

Paintaville ’ of Education Finance Comporation ~ In @ prior year the Board of Education
rescived {o authorize the establishment of the Palntsville independent School District Finance Corporation (a
non-profit, non-stock, public and charitable corporation organized under the Schoo) Bond Act and KRS 273 and
KRS Section 58.180) (the “Corporation”) as an agency for the District for financing the costs of school building
facilities. The members of the Board also comprise the Comporation's Board of Directors.

Basls of Prasentation

Government-wide Financiol Statements - Tho Statement of Net Position and the Statement of Activities display
information about the District as a whole. These statements include the financial activities of the primary
government, except for fiduciary funds. The statements distinguish belween those activities of the Distriet that
are governmenta! and those that are consldered business-type activilies.

The govemment-wide slatements are prapared using the ecanomic resources measurement focus. This s the
same approach used in the preparation of the proprietary fund financlal statemants but differs from the manner
in which govemmental fund financial statements are prepared. Governmental fund financia) statements
therefore Inciude reconcillation with brief explanations io better identify the relationship betwsen the
govemment-wide statements and the statements for govemmental funds. '

A7-




PAINTSVILLE INDEPENDENT SCHOOL DISTRICT
NOTES TO BASIC FINANGIAL STATEMENTS - CONTINUED

For the year ended Juna 30, 2013
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

The govemment.wide Statement of Activilles presents & comparison bstween direct expenses and program
revenues for each segment of the business-type activities of the District and for each function or program of the
District's govemmental activities. Direct expenses are those that are specifically assoclated with a service,
program or department and are therefore clearly identifiable to a particular furiction. Program revenues Include
charges paid by the recipient of the goods or services offered by the program and grants and contributions that
are restricted to meeting the operational or capltal requirements of a particular programt. Revenues that are not
classified as program revenues are presented as general revenues of the District, with certaln limited
exceptions. The comparison of direct expenses with program revenues identifies the extent to which each
husiness segment or govemmental funclion is self-financing or draws from the ganeral revenues of the District.

fFund Financial Statements — Fund financlal statements report detailed information about tha District. The focus
of govemmental and enterprise fund financial statements is on major funds rather than reporting funds by type.
Each major fund Is presented in a separate column. Nenmajor funds are aggregated and presented In a single
column. Fiduciary Funds are reported by fund type.

The accounting and reporting treatment applied to a fund Is determined by its measurement focus. Afl
govemmental fund types are accounted for using a flow of current financial resources measurement focus. The
financial statements for gavernmental funds are a Balance Sheet, which generally includes only current assels
and current jiabliiies, and a Statement of Revenues, Expenditures and Changes in Fund Balancas, which
cepos on the changes In net total aseets. Proprietary funds and fiduciary funds are reported using the
ecanomic resources measurement focus. Accordingly, the Statement of Revenues, Expenses and Changes in
Fund Net Position for the proprietary fund reporis increases and decreases in total economic net worth, The
Statement of Cash Flows provides information about how the District finances and meets the cash flow needs

of its propristary activities.

Funds are characterized as either major or non-msejor. Major funds are those whose assels, llabfilies,
revenues, or expenditures/expenses are at least len percent of the corresponding total (assels, liabillties, atc.)
for all funds or typs {(governmental or proprietary) and whose total assets, liabilittes, revenues, or
expendilures/axpenses are at least five percent of the corresponding tatal for all govemmental and enferprise
funds combined, The district may also designate any fund as mejor.

Separate finande! statements are provided for governmental funds, proprietary funds, and fiduclary funds.
Major individual governmental funds and major enterprise funds are reported as separate columns in the
financlal statements.

The District has the following funds:

L. Govemmental Fund Typeg

(A) The General Fund is the inain operating fund of the District. it accounts for financigl resources
: used for general types of operations. This Is a budgeled fund, and any fund balances are
considered as rasaurces available for use. Thig is a major fund of the District.

) The Spacial Revenua (Grant) Fund accounts for proceeds of specific revenue sources (cther
than expendable trusts cr major capital projects) that are legally restricted to disbursements
for specified purposes. it Includes federal financial programs where unused batances are
relumed to the grantor at the close of the specified project periods as well as the slate grant
programs. Project accounting is employed to malntain integrity for the various sources of
funds. The separate projects of federally-funded grant programs are identified in the Schadule

of Expenditures of Federal Awards included in this report. This Is a major fund of the District.

-18-




PAINTSVILLE INDEPENDENT SCHOOL DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED

For the yeer ended June 30, 2013
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

(C) Capital Project Funds are used to account for financial resources to be used for the

acquisition or construction of major capital facllities and equipment (other than those
financed by proprietary fund).

1. ‘The Support Education Excellence In Kentucky (SEEK) Capital Oullay Fund receives
those funds designated by the state as Capital Outlay Funds and is restricted for use in
financing projects [dentified in the District’s fadility plan.

2. The Facility Support Program of Kentucky (FSPK) accounts for funds generated by the
building tax levy required to pariicipate in the School Facifities Construclion Commission’s
construction funding andg state matehing funds, where applicable. Funds may be used for
projects identified in the District’s facllity plen.

3. The Construction Fund accounts for proceeds from sales of bonds and other revenues to
be used for authorizad construction, This Is a major fund of the District

(D) Debt Senvice Funds

The Debt Service Fund is used to account for the accumulation of resources for, and the
payment of, general long-term debi principal end interest and related cost; and for the payment of
interest on general obligation notes payable, as required by Kentucky Law.

e se

The Food Setvice Fund is used 1o account for school food service activities, including the National
Schoo! Lunch Program, which is conducted in cooperation with the U.S. Department of Agricutture
(USDA). Amounts have besn recorded for In-kind contribution of commodities from the USDA. The

Food Service Fund Is a mejor fund.

The District applies ali GASB pronouncemenis to proprietary funds as welt as the Financial
Accounting Standards Board. pronouncements issued on or before November 30, 1989, unless
ihose pronouncements confiict with or contradict GASB pronouncements.

pose Trust Funds

The Agency Fund accounts for activitles of student groups and other types of activities requiring
clearing accounts. These funds are accounted for in accordance with the Uniform Program of

Accounting for Schoo) Activity Funds.

Basis of Accounting

Basls of accounting determinss when trengactions are recorded in the financial records and reported an the

de financlal statemente are prepsred using the sccrual basis of

financisl stalements, Sevemment-wide fnancl D ]
accounting. Govemmental funds use the modified accrusl basls of accounting. Proprietary and fiduclary funds
also use the accruat basls of accaunting.




PAINTSVILLE INDEPENDENT SCHOOL DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED

For the year ended June 30, 2013
NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Revenues - Exchange and Non-exchange Transaclions ~ Revenues resulting from exchange transections, in
which each parly receives essentlatly equal velue, is recorded on the accrual basis when the exchange takes
place. On a modified accruel basis, revenues are recorded in the fiscal year in which the resources are
measurable and available. Avallable maens that the resources will be collected within the current fiscal year or
are expected to be collected soon enough thereafler to be used to pay (labilities of the current fiscal year. For
the Disteict, avalisble means expected 1o be recelved within sixty days of the fiscal year-end.

Nonexchange transactions, in which the District receives value without directly giving equal value in retum,
include property taxes, grants, entittements and donations, On an acerual basis, revenue from property taxes Is
recognized in the fiscal year for which the taxes are levied. Revenue from grants, entitiaments and donations is
recognized In the fiscal year In which all eliglbiity requirements have baen satisfled, Eliglbllity requiremenis
include timing requirements, which apeclfy the year whan the resource are required to be used or the figeal
year when use Is first permitted, matching requirements, in which the District must provide local resources to be
used for a specified purpose, and expenditure requirements, in which the resources are provided to the District
on a relmbursement basis, On a modlfied accrual basls, revenues from nonexchange transactions must also be
avallable before it can be recagnized.

Deferred Revenue — Deferred revenue arises when 8sests are recognized before revenue recognition criterda
have been satisfied. Due to GASB 685, this now has been re-charactenized as uneamed revenue.

Grants and entitements received befora the sligibliity requirements are met are recorded as uneamed revenue.

Expenses/Expendiiures ~ On the accrual basis of accounting, expenses are recognized at the 8moe they are
incurred. The fair value of donated commedities used during the year is reported in the Stalement of Revenues,
Expenses, and Changes in Net Position as an expenae with a like amount reperied as donated commodilles
revenue, Unused donated commodities are reported as uneamed revenue.

The measurement focus of govemmeﬁtal fund accounling Is on decreases in net financlal resources
res) rather than expenses. Expenditures are generally recognized in the accounting peried in which
the related fund fiability Is incurred, if measurable. Allocations of cost, such as depreciation, are not recognized

in governmentsl funds.
P Taxe,

Property Tax Revenues — Generally and excepl as otherwise provided by law, property taxes are assessed as
of January 1, levied (mailed) November. 1, due at discount November 30, due at face value December 31,
delinquent January 1 following the assessment, and subject to sale ninely days foliowing April 15. The billings
are considered due upon recelpt by the taxpayer; however, the actusl date Is based on a perlod ending 30 days
after the tax bill malling. Property taxes cofiected are recorded as revenues in the fiscal year for which they
wara levied. All taxes collected are initially daposited into the General Fund and then transferred to the

appropriate fund.

The property tax rates assessed for the year ended June 30, 2013, to finance the General Fund cperations
were $.819 per $100 valuation for real proparty, $.819 per $100 valustion for business personal praperty and

§.727 per $100 valuation for motor vehicles.

The District levies a ulility gross receipts ficense tax in the amount of 3% of the gross recelpts derived from the
fumishings, within the county, of telephonic and telegraphic communications services, cablevision services,
electric power, water, and natural, artificial and mixed gas.




PAINTSVILLE INDEPENDENT SCHOOL DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED

For the year ended June 30, 2013
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Capital Asgets

General capital assets are those assets nat specifically related to sctivities reported in the proprietary funds,
These assets genarally result from expenditures in the govemmental funds. ‘These assets are reparted in the
govemmental activities column of the govemment-wide Statement of Net Position but are not reported in the
fund financiaf statements. Capital assets utilized by the proprietary funds are reported both in the business-typs
activities column of the government-wide Statement of et Position and in the respective funds.

All capital assets are capltalized at cost (or estimated historicat cost) and updated for additions and relirements
during the year. Donated fixed assets are recorded at their fair market values as of the date received. The
District maintalns a capitatization threshold of one thousand dollars with the exception of campulers, digita
cameras and rea! property for which ther Is no threshold. The District does not possess any Infrastniciure.
Improvements are capitalized; the cost of, normal maintenance and repalrs that do not add to the value of the
asset or materially extend an assets life are not.

All reported capital assets are depredaled. Improvements are depreciated over the remaining useful fives of
the related capital assets, Depreciation is computed using the straight-line method over the foilowing useful
livas for both general capital assets and proprietary fund assets:

Govemmentsat Activities
Dasetiption Estimated Lives
Bulldings and improvements 25-50 years
Land improvements 20 years
Technolagy equipment 5 years
Vehicles 5-10 years
Audio-visual equipment 15 years
Food service equipment 10-12 years
Fumiture and fixtures 7 years
Rolling stock 1§ years
Other . 10 yoars

{nterfund Balances

On fund financial statements, recelvables and payables resulting from short-term interfund loans are classified
as “inferfund recelvablesipayables®. These amounts are eliminated in the governmental and business-type
activities columns of the Statements of Net Posilion, except for the net rasidual amounts due belween
govemmental and business-type activities, which are presented as intemal batances.

Upon retirement from the school system, an employee will recelve from the District an amount equal to 30% of
the value of accumulated sick leave.

Sick leave benefits are accrued as a fiabllity using the termination payment method. An accrual for earned sick
leave is made to the extant that [t is probable that the benefits will result in termiration payments. The llability is
pased on the Schoo! District's past experience of making termination payments.

The entire compansated absence liability is reported on the gavemment-wide financial statements.
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PAINTSVILLE INDEPENDENT SCHOOL DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED

For the year ended June 30, 2013
NOTE A~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

For governmental fund financial statements the curent portion of unpald accrued sick leave is the amount
expecied to bo pald using expendable avallable resqurces. These amounts are recorded n the accounl
saceumulated sick leave payable® in the General Fund. The noncument portion of the lability Is not reported.
Budastary Process

Budgetary Basis of Accounting: The District's budgelary process accounls for certein {ransactions on a basis
ather than Generally Accepled Accounting Principles (GAAR), The major differences between the budgetary

basis and the GAAP baeis are:
Revenuss are recorded when recelved in cash {budgetary) as oppased to when susceptible fo acciual (GAAP).

Expenditures are recarded when pald In cash (budgetary) as apposed to when susceptible to accrual (GAAP).

Once the budget Is approved, it can be amended. Amendments are presented to the Board at their regular

meslings. Per Board policy, only amendments that aggregate grealer than $50,000 require Board approval.
Such amendments are made bsfore the fact, are reflected in the officlal minutes of the Board, and are not

made after fiscal year-end as dictated by law.

Each budget is prepared and controfled by the budget coordinator at the revenue and expenditure
functionfobject lavel. All budget appropriations iapse at year-end.

The budget for the Spedial Revenue Fund consists of the sum of each aclive grant’s budget. Large variances
betwaen budgeted and actual activity can occur because grants with littie activity during the year will have their
entire budget rolled up into the combined budget for all grants.

Qash and Cach Eavivalanis

The District considers demand deposits, rhcnay market funds, and other invesiments with an criginal maturity
of 90 days or less, to be cash equivalents. _

[ny_qn;aﬂes A
On govemment-wide financial statements {nventorsies are staled at cost and are expensed when used.

On fund financlal statements inventories are stated at cost. The cost of inventory items is recorded as an
expenditure In the governmenta! fund types when purchased.

The Food Senvice Fund is stated at cost énd uses the specific identification method and the General Fund is
stated at cost and uses the first-n, fimt-out method for Inventory.

Propald Agsats

Payments made that wiii benefit periads beyond June 30, 20123 are recorded as prepald ltems using the
consumption method. A current asset for the prepald amount is recorded at the time of the purchase and an
expenditure/expense is reported in the year in which services are consumed,

poims:

The private purpose trust funds record investments al thelr quoted market prices. All realized geins and losses
and changes In fair value are recorded in the Statement of Changes in Fiduclary Net Pasition.
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PAINTSVILLE INDEPENDENT SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED

For the year ended June 30, 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

The permanent funds record Invesiments at thelr quoted market value prices for purposes of the Stalement of
Net Position. All realized gains and losses and changes in felr value are recorded in the Statement of Activities.
Long-ierm investments are not recorded on the fund financial statements nor are unrealized gains and losses.

Accrued Liabilities and Long-Term Obllgations

All payables, accrued llabiiltles and long-term cbligations are reported In the govemmenl-wide financial
statemnents, and all payables, accrued liabilities and fong-term obligations payable from propristary funds are
reported on the proprietary fund financlal statements.

In general, payables and accrued ilabilities that will be paid from govemmental funds ate reported on the
govemnmental fund financlal statements regardiess of whether they will be Equidated with cutrent resources.
Howsvsr, clalms and judgments, accumulated sick leave, contractually required pension contributions and
special termination benefits that will be pald from govemmental funds are reported as a fabliily In the fund
financial statements only to the extent that they will be paid with current, expendable, avaliable financial
resources. In general, payments made within 60 days aRter yeer-end are considered to have been made with
current available financial resources. Bonds and other long-term obligations that will be pald from govemmental
funds are not recognized as a ligbllity in the fund financial statements untit due.

In addition to assets, the Statement of Financiel Position includes a separate section for deferred outflows of
rescurces. This separate financial statemenl element, defered outflows of rasources, reprasents a
consumplion of net positicn that applies to a future period(s) and 80 will not be recognized a8 an autflow of
resources (expenses/expenditure) untll then. The District only has one ltem that qualifies for reporting in this
category. It is the deferred charge on dabt discount reported in the govemment-wide Statement of Net
Pasition. This amount is deferred and amortized over the fife of the debt.

(n addition to jiabliiies, the Statement of Financial Position will somelimes report a separato gection for
deferred infiows of resources. This separate finsncial statement element, deforred inflows of resources,
represents an acquisition of net position that applies to a future period{s) and so will not be recognized as an
inflow of resources {revenue) until that ime. The District does not have any of this type of item.

'Eund Balance Reserves

‘The District reserves those portions of fund equity which are legaly segregated for a specific future use or
which do not represent avallable expandable resources and therefore are not avaltable for appropriation or

expenditure. Fund equity reserves have been astablished for inventories and fixed assels.

in the fund financial statements, the difference between the assets and liabilites of govemmental funds is
reporied as fund balance. Fund balance iIs divided into non-spendable and spendsble components, if

appiicable.
ined Intact legally or contractually.

spendable includes amounts that must be mit
dable include the following:
+ Restricted-amounts constralned for a specific purpose by extemal parties, constitutional
provisions, or enabling legislation.
» Committed-arounts constrained for a specific purpose by the district using its highest tevel of

decision making authority.

Non-sp
Spen
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PAINTSVILLE INDEPENDENT SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED

For the year ended June 30, 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

« Assigned-for all governmenta! funds, other than general fund, any remaining positive amounts ot
classified as non-spendable, restricted, or committed. For the General Fund, amounts constrained
by intent to be used for a specified purpose by the District or the delegated official glven authority
to assign amounts.

« Unassigned-for the General Fund, amounts not classified as non.spendable, rastricted, committed
or assigned. For all other govemnmental funds, amount expended in excess of rasources that are
non-spendable, restricted, commitied or assigned.

For resources considered committed, the district lssues an ordinance or resalution that ¢an only be changed
with another cotresponding ordinance or resolution.

For resources considered assigned, the district has designated the board to carry out the intent of the schaol
district.

itis the policy of the District to spend resticted resources first, when both restricted and unrestricted resources
are avallatie 1o spend on the activity. Once restricted resources are exhausted, then commitied, assigned and
unassigned resources will be spent in that order an the acllvity. '

Encumbrances, although not reporied on the Balance Sheet, are purchase crders that will be fulfilled In 8
subsequent fiscal period, Although the purchase order or conlract creates a legal commitment, the district
incurs no Habllity until performance has octurred on the part of the party wilth whom the district has entered into
the arrangament. When a government Intends to honor outstending commitments in subsequent periods, such
amounts are encumbered. Signlficant encumbrances at year end are reported by major funds and non-major
funds in the aggregate and included with the commitments and contingencies note disclosure, if applicable.

Mot Posilion
Net positions represent the difference between assats and deferred outflows of rescurces, and Habfities and

deferred Inflows of resources on the district-wide financial statements. Net posilions are classified in the
follewing catagories: .

Net Investment in capilal assets-This amount consists of capital assets net of accumulated depreciation
and reduced by outstanding debt thet is attributed to the aequisition, construction, or improvement of the

assets, _

Restricled net position-This amount is restricted by crediiors, grantors, contributors, or laws or regulations
of other governments. )

Unrestricted nel position-This amount is the net position that does not meet the definition of “net
Investment in capital agsets® or “restricted net position”,

enues that are generated direcily from the primary activity of the proprietary

jonues ars those rgvenues in

v
funds. For the Schoot District, those revenyes are primarily charges for meals provided by the varicus schools.

%

Contributions of capital in proprietary fund financial statements arisa from outslde contributions of fixed assets,
or from grants or outside contributions of resourcss restricted to capital acquisition and construction.




PAINTSVILLE INDEPENDENT SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED

For the year ended June 30, 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Interfund Activity

Exchange (ansactions between funds are reported as revenues In the seller funds and &s
expanditures/expenses In the purchaser funds. Flows of cash or goods from one fund to another without a
requirement for repayment are reported as interfund transfars. Interfund transfers are reported as other
financing sourcesiuses in govemmental funds and afler nonoperating revenues/expenses in proprietary funds.
Repaymants frem funds responsible for particular expendiluresiexpenses to the funds that initially paid for them
are not presented on the financlal statements. :

Recently Issued and Adopted Accounting Pronouncements

The Govemmental Accounting Standards Board has Issued several new pronouncements that the Districl has
reviewed for appiication to their accounting and reporting.

GASB Statement No, 63, Financlal Reporting of Defered Outflows of Resources, Defemed inflows of
Resources, and Net Position, is effective for pariods beginning after December 15, 2011. This standard
provides financlal reporting guidance for deferved cutflows of resources and deferred Inflows of resources, The
District has implemented this reporting for the year ended June 30, 2013. The components of net position were
renamed to reflect the requiraments of this statement.

in March 2012, the GASB lssued Stalement 66, YTechnical Comeclions-2012-an amendment of GASB
Statements No. 10 and No. 62. GASB 66 improves accounting and financlal reporting for a gavemmental
financial reporting eniity by resolving confiicling guidance that resulted from the issuance of two
pranouncenients, Stalements No. 54, Fund Balance Reporting and Govemmental Fund Type Definitions, and
No. 62, Codificstion of Accaunting and Fingnclat Reporting Guidance Conlained in Pre-November 30, 1989
FASE and AICPA Pronouncements. This Statement is effective for perlods begianing after December 15,
2012. The adoption of GASB 886 does not have any impact on the District's financial statements,

{n March 2012 the GASB Issued Statement 65, lems Previously Reported as Assels and Liabilities, GASB 85
establishes accounting and financial reporting standards that reciassify, as deferrad outfiows of resources or
deferred infiows of resources, certain items that were previously reported as assels and llabillties. This
Statement Is effective for periods beginning sfter December 15, 2012. The adoption of GASB 65 resulledin a
restatement of net position-beginning on the Statement of Activilies.

Racantly Issued Accounting Pronouncements

in June 2012, the GASBE Issued Statement 67, Financial Reporting for Pension Plans — an amandment of
GASB Statament 25. GASB 67 Improves financial reporting by state and local govemnmental pension plans.
The requirements of this Statement will improve financial reporting primarily through enhanced note disclosures
and schedules of required supplementary information that wiil be presented by the pension plans that are within
its scope. This Siatement is effective for. financial statemanis for fiscal years beginning after June 15, 2013.
Managament Is currently evaluating the Impact of the adoption of this statement on the District's financial

stalemenls.

tn June 2012, GASB lssued Statement 68, Accounting and Financial Reporting for Pensions - an amsndment
of GASB Stalement 27. GASB 68 Improves accounting and financial reporting by state and local govemments
for pensions. It also impraves information provided by stale and local governmental employers about financiat
support for pensions that Is provided by olher entilies. This Statement resulls from a comprehensive review of
the effectivaness of existing standerds of accounling and financial reporiing for pensions with regard to
providing dacislon-usefut information, supporting assesements of accountablilty and Inter-petiod equity, and
crealing additions! transparency. This Siatement [s effective for fiscal years beginning after June 15, 2014,
Management is cumrently evaluating the Impact of the adoption of this statement on the District's financial

ststements.
-25.




PAINTSVILLE INDEFENDENT SCHOOL BISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
For the year ended June 30, 2013

NOTE B ~ ON-BEHALF PAYMENTS

For the year ended June 30, 2013 total payments of $1,558,461 were made for debt paymants, debt service,
life insurance, health insurance, KTRS matching and administrative fees by the Commamvesith of Kentucky on
behall of tha Distdet. These payments were recognized as on-bghalf paymerts end recorded in the
appropriate revenue and expense accounts on the Statement of Activilies. However, the on-behalf payments
are not budgeted on the Budget to Actus! Statements.

NOTE C - ESTIMATES

The preparation of financial statements in conformity with accounting princlples generally accepted in the
United States of America requires the District's management to make estimates and assumptions that affect
reported amounts of assets, liabilities, fund balances, and disclosure of conlingent assets and liabilities at the
date of the general purpose financial statements, and the reported amounts of revenues and expenditures
during the reporting period, Actual results could differ from those estimates.

NOTE D - CASH AND CASH EQUIVALENTS

The District's funds are required to be daposiied and invested under the terms of a depository contract
pursuant to the Schoo! Depaository Act. The depositery bank deposits for safekeeping and trust with the
District's third party agent approved pledged securities in an amount sufficlent to protect Digtrict funds on &
day-to-day basis during the period of the coniract. The pledge of approved securities is walved only to the
extent of the dollar amount of Federat Deposit Insurance Corporation Insurance.

At June 30, 2013 the camying amount of the District's deposits was $6,834,502 and the bank balance was
$7,068,638. The entire bank balance throughout the year was covered by federal depository Insurance or by
collateral held by the District's agent in the District's name.

The deposits were deemed collateralized under Kentucky Law during the year and the Kentucky
Department of Education meintains coples of &fl safekeeping receipts in the name of the District,
The (oliowing is disclosed:

a&. Name of bank: Cltizens National Bank

b. Amount of bond and/or security pledged as of the date of the highest combined balance on deposit
was $9,024 116.

The cash deposits held at financlal institutions can be categorized according to three iavels of risk. These three
levels of risk are as follows:

Category1  Deposits which are ingured to colleteralized with securities held by the District
or by its agent in the District's name.

Category2  Deposits which are collaterallzed with securilies held by ths pledging financial
institution’s trust department or agent in the District's name.

Category 3 Dapoaltt;s which are not collaterafized or insured.
Based on these three levels of risk, all of the District's cash deposits are classified as Catagory 2,




PAINTSVILLE INDEPENDENT SGHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
For the year ended June 30, 2013

NOTE D -~ CASH AND CASH EQUIVALENTS - CONTINUED

Breakdown per financlal statements:

Governmental funds $6,598,099
Proprietary funds 143,691
Agency funds 92712

§6,834 502

NOTE E - INVESTMENTS

The District had no investments at June 30, 2013,

NOTE F = CAPITAL ASSETS

Capital asset acl!vity for the fiscal year ended June 30, 2013, was as follows:

Balance Balance
Governmental Activiiies Julv 1, 2012 Additions Deduglions  June 30, 2013
Land $ 3,165,000 $ 500,000 $ - $ 3,665,000
Land improvements ) 184,055 - - 184,055
Bulldings and improvement 11,387,374 - - 11,387,374
Technalogy equipment 1,260,557 40,400 4,050 1,302,907
Genaeral equipment 160,250 - . 180,250
Vehicles , 611,866 - . 611,886
Construction work in progress e 2371815 — _2.371.815
Totals at-historical cost 16805422 2,912,215 —4.050 A8.713.287
Less: accumulated depreciation
Buildings and improvemsnts $ 8,083,041 ] 5,066 $ - $ 8,068,107
Technology equipment 935,541 123,686 4050 1085177
General equipment 141,364 13417 - 154,781
Vehicles __401.607 46,218 - 447825
Total accumulated depreciation’ ~9.541.559 186,387 —4,050 —9.726,880
Govemnmantal Activities
Capltal Assets — Net $£7,263,569 $£2723.828 2§~ . £.0,967,397
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PAINTSVILLE INDEPENDENT SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
For the year ended June 30, 2013

NOTE F — CAPITAL ASSETS - CONTINUED

Balance
Business-Type Activilies July1,2012
Genoral equipment $ 88,050
Technology equlpment —_2020
Totals at historica! cost 91,070
Less: accumulated depreciation
General equipment 72,408
Technology equipment — 1576
Total accumulated depreciation 73982
Business-Type Actlvilles
Capital Assets — Net & _ 17088

Balance
Additions Deductions  June 30. 2013
$ - § . $ 86,050
. . 2,020
. . 91,070
3,679 - 76,085
144 - 1.720
— 3,823 — 77,605
§_{3.823) - § 13205

Depreciation expense has been charged fo the following functions in the statement of activities.

Instruction

Student support

Instruction - staff

District administrative

School administrative

Plant operation and maintenance
Student transportatlon

Food service

NOTE G - BONDED DEBT AND LEASE OBLIGATIONS

$114,182
110

450
16,958
726
26,182
29,779
3,823
$182.210

The ariginal amount of each issue, the Issue date, and inlerest retes are summarized below.

—lssueDate Amounts
2001 $1,935,000
2003 Refinancing ' 375,000

. 2008 Refinancing 425,000
2010 2,585,000
2010 Refinancing 1,525,000
2012 4,155,000
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Interest

Rates

4.256% - 4.750%
1.50% - 3.600%
2.60% - 3.400%
1.00% - 4.000%

.60% - 2.5600%
1.20% - 2.375%




PAINTSVILLE INDEPENDENT SCHOOL DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
For the year ended June 30, 2013
NOTE G - BONDED DEBT AND LEASE OBLIGATIONS

The District, through the General Fund {including utility taxes and the Support Education Excellence In Kentucky
(SEEK) Capital Outlay Fund) is obligated to make payments in amounts sufiicient to satisfy debt service
requirements on bonds issued by the Painisville Independent School District Finance Corp. to construct school
faclities. The District has an option to purchase the properly under lease at any time by retiring the bonds then

outstanding.

Tl:e pr%ceeds from certain refunding issues have been placed in escrow accounts to be used to service the
related debt.

The Dislrict has "participation agreements” with the Kentucky School Facilities Construction Commisston. The
Commission was created by the Kentucky Legisiature for the purpose of assisting local schaol districts in meeting
school construction needs. The following table sets forth the amount to be paid by the District and the
Commission for each year until maturity of all bond issues,

The bonds may be called prior to maturity at dates and redemption premiums spacified in each issue. Assuming
no issues are called prior to scheduled maturity, the minimum obligations of the funds at June 30, 2013 for debt

service (principal and interest) are as follows:

KENTUCKY SCHOOL TOTAL
PAINTSVILLE INDEPENDENT FACILITIES CONSTRUCTION REQUIREMENTS
YEAR SCHQOL DISTRICT COMMISSION FOR YEAR

PRINCIPAL  INTEREST PRINCIPAL,  INTEREST TOTAL
20132044  §$ 201,072  § 1618607 $ 93,928 $ 45,562 $ 502,169
2014-2015 277,007 156,820 82,993 43,675 560,495
2015-2016 280,198 151,437 84,804 41,867 558,304
2016-2017 286,733 145,369 83,267 40,071 565,440
2017-2018 202,077 129,320 77,923 38,309 547,629
2018-2019 295,393 133,046 79,607 36,626 544,672
2019-2020 303,497 - 128,121 81,503 34,728 545,849
2020-2021 316,544 119,037 83,456 32,776 551,813
2021.2022 324,399 141,386 85,601 30,631 552,017
2022-2023 327,185 105,303 87,815 28,418 648,721
2023-2024 329,508 97,133 90,404 25,827 642,960
2024-2025 341,685 87,388 93,315 22,017 546,285
2026-2026 353,507 77,140 98,403 19,829 546,969
2026-2027 365,400 66,443 99,800 16,832 548,075
2027-2028 377,002 55,478 102,808 13,326 548,803
2028-2029 389,668 44,052 106,332 8,801 548,853
2029-2030 400,124 32,369 109,876 6,356 48,725
2030-2031 318,442 19,460 48,558 2,688 387,148
2031-2032 327,323 11,791 47677 1,967 388,358
2032-2033 __ 332826  ____3.962 - A2174 500  _._379.452

$8438856  $1844632 $167644 = $402206  §10.451.837
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PAINTSVILLE INDEPENDENT SCHOOL DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED

For the year ended June 30, 2013
NOTE G — BONDED DEBT AND LEASE OBLIGATIONS - CONTINUED

On November 28, 2012, the District issued $4,155,000 in Schoo! Bullding Revenue Bonds (seriss 2012) with
an interest rale ranging from 1,20% to 2.375% to finance a new addition to Paintsvilie Elementary.

On September 2, 2010 the District refinanced the School Building Revenue Bonds, (serles 2001) with a
cumulative savings of $128,823. The new 2010 bond series was issued for $1,525,000 with an interest rate
ranging from .80% to 2.50%. The proceeds were put in an escrow to call the series 2001 bond over a one

year periad,

On February 4, 2010, the Dislrict issued $2,685,000 in School Bullding Revenue Bonds, (series 2010} with an
interest rate ranging from 1.0% to 4.0% to finance a new cafeteria for Paintsville High School.

On June 19, 2008, the District issued revenue refunding bonds of $425,000 with interest rates varying from
2 680% to 3.40% to advance refund the 986 revenue bonds with interest rates ranging from 4.55% to 5.70%.
The new issue will redeem the outstanding 1998 bonds maturing after August 1, 2008 in the principal amount
of $395,000 on August 1, 2008 at the redemption price of 102%. As a result, the 1996 Serizs bonds are
considered to be defeased and the liability for those bonds has been removed from the govarnment-wide

Statement of Net Pasition.

The advance refunding resulted in a difference hetwaen the reacquisition price and the net carrying amount of
the old debt of $20 thousand. This difference, reported in the accompanying financial statements as a
deduclion from bonds payable, is being charged to operations through the year 2016 using the effective-

interest method.
During the year ended June 30, 2013 the District's debt obigation was as follows:

AMOUNT AMOUNT AMOUNTS
QUTSTANDING OUTSTANDING DUE WITHIN
—6/3012___ ADDITIONS DEDUCTIONS 6/30/13 ONE YEAR

$4,215,000 $4,155,000 (5255,000) $8,115,000 $295,000

QUALIFIED ZONE ACADEMY BONDS

The Palntsviila Independent Schoo! District Finance Corporation issued $2,718,298 of Qualified Zone
Academy Bonds (Q2AB), Series 2012, November 29, 2012 under a guaranteed investment contract
whereby the Palntsville Independent Schoo! District will remit to the low bidder The Bank Of New Yark
Mellon contributions to an escrow account $2,045,008 over a twenty-three year period. The federal
govemment will pay directly to the bank all of the annual interest expense leaving the board a small
portion of interest due If the government fails to make payment. Funds from the escrow will be used to
dofease the entire bond upon maturity December , 2035. The minimum obligations of the funds at Juns

30, 2013 for the escrow and interest are as follows:




PAINTSVILLE INDEPENDENT SCHOOL DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUVED
Fer the year ended June 30, 2013

NOTE G~ BONDED DEBT AND LEASE OBLIGATIONS - CONTINUED

Total
Pseintsville Independent Requirements
Year School District Eederal Rebate For Year
_Eserow nterest Total
2013-2014 88,917 108,772 197,689
2014-2015 88,917 108,772 197,669
-2015-2016 88,917 108,772 197,689
2016-2017 88,917 108,772 197,689
2017-2018 88,917 108,772 197,689
2018-2019 88,917 108,772 197,689
2019-2020 88,917 108,772 197,689
2020-2021 88,917 108,772 197,689
2021-2022 88,917 108,772 197,689 -
2022-2023 88,917 108,772 197,689
2023-2024 88,917 108,772 197,689
2024-2025 88,917 108,772 187,689
2025-2026 88,917 108,772 167.689
2026-2027 88,917 108,772 197,689
2027-2028 88,917 108,772 187,689
2028-2029 88,917 108,772 197,689
2029-2030 88,917 108,772 197,689
2030-2031 86,917 108,772 197,689
2031-2032 88,918 108,772 197,690
2032-2033 88,918 108,772 197,680
2033-2034 88,918 108,772 197,690
2034-2035 86,918 108,771 197,689
20352036 88918 _54385 143,303
$2.045,098 $2.447.368 £4,492, 464
During the year ended Juns 30, 2013 the District's QZAB debt obligation to the escrow was as follows:
AMOUNT AMOUNT AMOUNTS
OUTSTANDING . QUTSTANDING DUE WITHIN
—6Ron2 ADDITIONS DEDUCTIONS 813013 ONEYEAR
$ - $2,046,006 $2,045,088 $68,917

NOTE H - CAPITAL LEASE PAYABLE

The District met its obligation and pald off the capital lease as of June 30, 2013.

NOTE { —- COMMITMENTS UNDER NONCAPITALIZED LEASES

The District had no commitments under noncapitalized leases at June 30, 2013,




PAINTSVILLE INDEPENDENT SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
For the year ended June 30, 2013

NOTE J - KSBIT PAYABLE

The Kentucky School Board Insurance Trust ("KSBIT") notified the Oistrict during the year that thelr self-
insurance pools for worker's compensslion and liability Insurance were underfunded. As a resull, an
assassment will be required under a feir methodology to be approved by the Kentucky Department of
Insurance, of current and past participating members te fund the defickt and the transfer of liability to & quaified
insurerfreinsurer. On June 24, 2013, the KSBIT Board voled to submit a plan to the Kentucky Department of
{nsurance using the novation option. A novation transfers aff existing KSBIT claims and risk lo a highly rated
reinsuner which will continue to make claims payments. Under novation method, the District's liabitity would be
$231,052. Members will have the oplion of making & lump-sum payment of their assessment or to take
advantage of bond financing for up to 20 years. This plan e still subject to approval and no payment is
estimated for tha year ending June 30, 2014. The Dislrict has recorded this estimated amount in their long-
term obligations since uitimate payment is probable and is Included as an extraordinary item on the Slatement

of Activities.

NOTE K - PENSION PLANS

KENTUCKY TEACHERS" RETIREMENT.

The Palntsville Independent Schaol Disirict contributes to the Teachers' Relirement System of Kentucky
(KTRS), a cost-sharing, mulliple employer defined benefit pension plan. KTRS administers retirement and
disabliity annulties, and death and survivor benefits to employees and beneficiaries of employees of the public
schoo! systems and other public educational agencies In Kentucky. KTRS requires that members of KTRS
occupy a position requiring either a four {4) yesr college degree or certification by Kentucky Department of
Education (KDE). Job classifications that permit experience to substitute for either of these requirements do
not parlicipate in KTRS.

KTRS was created by the 1938 Generel Assembly and is governad by Chapter 161 Section 220 through
Chapter 161 Section 880 of the Kentucky, Revised Statues (KRS). KTRS issues a publicly avallable financial
report that Includes financial statemants and required supplementary information for the defined benefit
pension pian. That report can be oblsined by wiiting to Kantucky Teachers' Retirament System, 478 Versallles
Road, Frankfort, KY 468010r from the KTRS web sile at hitp:/ikirs ky.aov/,

Funding Policy - Contribullon rates ere established by KRS. Members are required to contribute 10.855% of
their salaries to KTRS. The Commonwealth of Kentucky is required to contribute 13.105% of salaries for
members in @ state retirement system before July 1, 2008 and 14.105% of saleries for members who started
thelr account afler July 4, 2008. The faderal program for eny saleries pald by that program pays the matching
contributions. .

Matlical Insurance Plan

Plan description — th addition to the pension benefils described above, Kentucky Revised Statute 161.675
requires KTRS to provide access to past-employment healthcare benefits to eligible members and dependents.
The KTRS Medica! Insurance benefit is a cost-sharing multiple employer defined benefit plan. Changes made
to the medical plan may be made by the KTRS Board of Trustees, the Kentucky Depariment of Employee
Insurance and the General Assembly.

To ba eligitle for medical benefits, the member must have ratired elther for service or disabilily. The KTRS
Medical tnsurance Fund offers coverage to members under the age of 65 through the Kentucky Employees
Health Plan administered by the Kenlucky Depariment of Employee Insurance. Once retired members and
eligible spouses attain age 65 and are Medicare eligible, coverage is obtained through the KTRS Medicare

Eligible Heatth Plan.

Funding policy — In order to fund the post-retiemant healthcare benefit, active member contributions are
matched by the state at .75% of members’ gross salaries. Members contributions are 1.75% of salary. Aleo,
the premiums callected frum retirees as described in the plan description and investment interest help meet the
medical expenses of the plan. Additionally, under the Shared Reaponsibillly Plan, the local schoc! district
employers pay 1.0% of members' salery for the 2012-2013 fiscal year.
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PAINTSVILLE INDEPENDENT SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
For the year endsad June 30, 2013

NOTE K — PENSION PLANS - CONTINUED

The Paintsville Independent School District's tatal payroll for the year was $5,551,024. The payroll for
employees covered under KTRS was $4,365,983. For the year ended June 30, 2013, the Commonwaalth
contributed $566,466 to KTRS for the benefit of participating employees. The Schoeol District’s contributions to
KTRS for the year ending June 30, 2013 was $122,818, which represents those employees covered by federat

programs. , ,
u £S' R YSTE

Classified employees (substantially all full-ime Board employees cther than cortified employees) are covered
by the County Employees' Retirement System (CERS), a cost-sharing, multiple-employer defined benefit

pension plan administered by the Kentucky Retirement Syslem. CERS provides for retirement, disabiiity, end
death benefits to plan members and beneficiaries. Cost of living adjustments are provided at the discretion of

the State legisiature.

Under the provisions of the Kentucky Revised Statute Section 61.845, the Board of Trustees of Kentucky
Retiremant System administers CERS and has tha autherity to establish and amend benefit provislons.

Plan members are required to conlribute 5.00% of thalr annual sslary if hired before Septamber 1, 2008 and
6% If hired on or after September 1, 2008 through payroll deductions and the Board is required to contribute at
an actusriglly determined rate, The cument rate is 10.55% of the employee’s total covered compensation. The
District's contributions to CERS far the year ended June 30, 2013 was $233,168, which consisted of §183,724

from the District and $49.441 from the employees.

The County Employees’ Retirement Systom Issues a publicly avallable financial report that includes financial
statements and required supplementary Information. Thet report may be obtained by writing to Kentucky
Retirement Systems, Perimeter Park West, 1260 Loulsville Road, Frankfort, Kentucky 40801.

NOTE L - CONTINGENCIES

The District recelves funding from federal, state and locat govemment agencies and private centributions. These
funds are to be used for designated purpeses only. For govemment agency grants, if based upon the grantor's
review, the funds are considered not to have been used for the interded purpose, tha grantors may request a
refund of manies advanced, or refuse to relmburse the District for its disbursements. Tha amount of such fulure
refunds and unreimbursed disbursements, If any, is not expected to be significant. Continuation of the Disirict’s
grant programs is predicated upon the grantors' satisfaction that the funds provided are being spent as intended

and the grantors' intent to continue thelr programs.
NOTE M - LITIGATION

The District Is subject to various other legal acllons In various stages of litigation, the oulcome of which Is not
determinable at this ime. Management of the District and iis lagal counse! do not anticipata that there will be any
material effect on the combined financial statements as & result of the cases presently in progress, except as
doscribed elsewhere In this report.

NOTE N - INSURANCE AND RELATED ACTIVITIES

The District Is exposed to varlous forms of loss of assats associeted with the risks of fire, persanat Fability, thefi,
vehlcular accidents, emors and omissions, duciary responsibliity, etc. Eech of these risk areas is covared through
the purchase of commercial insurance. The District has purchased certain policies which are retrospectively rated
which inciudes Workers' Compensation insurance. '




PAINTSVILLE INDEPENDENT SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
For the year ended June 30, 2013

NOTE O - RISK MANAGEMENT

The Digtrict Is exposed to various risks of loss of tors; theft of, damage to, and destruction of 23sels; errors and
omissions; injuries to employees; and natural disasters, To obtaln Insurance for workers' compensation, errors and
omissions, and general lisbilily coverage, the District participates In the Kentucky Schoo) Boards' Insurance Trust
Liabliity Insurance Fund. These public entity risk pools operate as common risk management and Insurance
programs for all school districts and other tax supported educational agencles of Kentucky who are membars of the
Kentucky Schoo! Boards Assoclation. The District pays an annual premium te each fund for coverage.
Contributions to the Workers' Compensation Fund are based on premium rates esteblished by such fund In
conjunction with the excess insurance camier, subfect to claims experience modificstions and a graup discount
amount. Oividends may be declared, bust are not payable unfil twenty-four (24) months afler the expiration of the
selingurance term. The Llablity Insurance Fund pays insurance premiums of the paricipating members
established by the insurance camer, The Trust can ferminate coverage if it Is unable (o oblaln acceptable excess
genaral liebility coverage and for any reason by giving ninety (80) days notice. In the event the Trust terminated
covarage, any amount remaining In the Fund {after payment of operational and administrative costs and dlaims for
which coverage was provided) would be retumed to the member on a pro rata basis.

The District purchases unemployment insurance through the Kentucky School Boards insurance Trust
Unemployment Compensation Fund; however, ik has not been transferved to such fund. In addition, the District
continues to cary commercial insurance for all other risks of loss. Setiled claims resuiting from these rigks have
not exceeded commercial Insurance coverage in any of the past three fiscal years.

NOTE P - DEFICIT OPERATING BALANCES

There are no funds of the District that currently have a deficit fund balance. Howeaver, the following fund had
operations that resulted in a current year deficit of revenues over expenditures resulting in a comesponding
reduction of fund balance:

General Fund $ 425126
Propriataty Fund $ 34085
Flduclary Fund : $ 3548

NOTE Q- COBRA

Under COBRA, employess are mandated to nofify terminated employees of available continuing insurance
coverage. Failure to comply wilh this requirement may put the schoo! district at risk for a substantial foss

{cantingency).
NOTE R - TRANSFER OF FUNDS
The following transfers were made during the year:

~¥pe From Fund ~—JcFund Pumpose ~Amount
Operating FSPK Construction Construction $ 175208
Operating FSPK Debt Service Debt Service § 253,551
Operating General Speclel Revenue Other 5 17842
Onearating Capital Quilay Debt Senvice Dabt Service § 74369
Opsrating General Debt Service Dabt Service $ 1500
Non-Operating  Debt Service Caonstruction - Construction $6,751,703

NOTE S - INTERFUND RECEIVABLES AND PAYABLES
There were no Interfund receivables or payéb!es at June 30, 2043,




PAINTSVILLE INDEPENDENT SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
For the year ended June 30, 2013

NOTE T - SUBSEQUENT EVENTS

Management has evalualed subsequent events through October 14, 2013, the date on which the financial
statements were avallable to be issued,

NOTE U - CHANGE IN ACCOUNTING PRINCIPLE - PRIOR PERIOD ADJUSTMENT

The District implemented a new accounting standard, Govemmental Accounting Standards Board (GASB)
Statement 65, Reporting ltems Praviously Reported As Assals And Ligbflitlas which reclassifies certain items
reported as assets and Habilities to deferred outflows of resources or outfiows of resources, or defemred inflows
of resources aor Inflows of resources, or in other cases to expense/expenditure. The Implemantation resuited in
a restatement (prior period adjustment) to baginning net position on the Statement of Activities s follows:

Changes were made to refiect the effect of implementing

GASB Statement No, 66 — llams Previously Reported as

Assels end Liabifies. This slatemant requires that bond

issua costs be shown as current-period outfiows of

resources {(expenses). $64,944

The net prier perod adjustment s shown as a dacrease In the beginning net position in the Statement of
Activities.
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PAINTSVILLE INDEPENDENT SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -

BUCGET AND ACTUAL
GENERAL FUND
For the year ended June 30, 2013
Variance
with Final
Budgeted Amourts Budget
Actual Favorable
Origlnat Final {GAAP Basig) (Unfavorabla)
Revenuaes:
From local sources
Taxes
Property $2030000 $2030,000 $1,844920 § (185,080)
Motor vehicle 130,000 130,000 130,519 518
Utilities 430,000 430,000 435,276 5276
Tullion and faes 50,000 50,000 50,792 Fr)
Eamings an investmenls 50,797 §0,797 70,812 20,015
Other focal revenuss 121,782 121,782 193,200 72,118
intergovernmental - state 2,784,404 2,784,404 4,100,758 1,316,355
intergovemmental - indirect federal 2,800 2500 690 (1.810)
Tota! revenues §,599,483 5,509,483 6,827,668 1,226,185
Expenditures:
instruction 3,268,598 3,268,508 4,215,244 (846.646)
Support servicas:
Student 291,325 281,325 308,355 {17,030}
instruction staff 351,615 351,615 434,687 {83,052)
District administrative 1,602,568 1,802,598 360,719 1,441,868
School adiministrative 285,774 285,774 385,346 {98,572)
Business 166,047 166,047 184,701 {18,654}
Plant operation and maintenance 885,110 685,110 1,176,245 (491,135)
Student transportation 187,270 187,270 160,668 28,602
Central office - - - -
Facilitles acquisition and construction - . - -
Community service activilles . - - .
Other 7,500 7,500 7.507 {7)
Total expenditures 7.045,827 7.045.827 7,233,452 {187.625)
Exceus (deficit) of revenues ovaer expenditures {1,446,344) {1.4486,344) (405,784} 1,040,550
Other Financing Sources (Uses):
Proceads from the sale of fixed agsels - - - .
Oparating transfers in - - - -
Oparating transfers out 18,000 {15.000) (19,342) (4,342)
Total other financing sourcen {uses) {15,000) (15,000} {19,342) (4,342)
Excess (deficit) of revenues and other financing
sources over expenditures and other financing uses {1,461,344) {1,461,344) {425,126) 1,039,218
Fund balance, July 1, 2012 1,461,344 1,461,344 1,620818 58474
Fund balance, June 30, 2013 S-S - Sifeese 81006

See Independent audiior’s report and accompanying notes to financis! stalements
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PAINTSVILLE INDEPENDENT SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -

BUDGET AND ACTUAL
SPECIAL REVENUE FUND
For the year ended June 30, 2013
Variances
with Final
- Budget
Budgated Amounts Actual Favorable
Original Final {GAAP Basis) {Unfavorable)
Revenues:
Eamings on investments $ - £ - 3 - 3 -
Other local revenue - - ‘- - -
State aid 168,376 168,376 173,427 5,051
Federal aid 856,418 886,418 968,487 100,059
Total revenues 1,054,784 1,054,784 1,158,914 105,120
Expenditures:
Cuirent:
Instruction 890,588 890,596 1,010,784 {120,188)
Support Services: :
Student 11,197 11,187 11,197 -
Instructional staff 106,146 108,146 97,825 8,321
District adminisiration - - - -
Schoot administration - - - -
Business - - - -
Plant operations and maintenance - - - - -
Student transportation 6,155 6,155 5,350 805
Central office - - - -
Community services activities 52,600 52,600 52,800 -
Total expanditures | 1,086,604 1,086,604 1,177,758 (111,082)
Excess of (deficll) revenues over expenditures (11,9080} (11.900) {17,842) {5.942)
Other Financing Sources {Uses):
Transfers in ' 11,800 11,800 17,842 5.842
Transfers out - - - -
Totat other financing sources {uses) 11,800 11.800 17,842 5842
Net change in fund balances - - - .
Fund balance July 1, 2012 - - - -
Fund balance Juno 30, 2013 $ . $ - $ - $ -
R ——— W —————— ]

See independent auditor's report and accompanying notes to financial statements.
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PAINTSVILLE INDEPENDENT SCHOOL DISTRICT

COMBINING BALANCE SHEET - NONMAJOR GOVERNMENTAL FUNDS

June 30, 2013

Asgets and Resources:

Cash and cash equivalents
Accounts recaivables

Tota! agsets and resources

Liabllitles and Fund Balances:
Liabllitles:
Accounts payable

Total llabilities

Fund Balances:
Rostricted For:
SFCC escrow - current offer
Debt Service

Total fund balances .
Total labilittes and fund balances

SEEK Total
Debt Capital Nonmajor
Service FSPK Quttay  Govemmental
Fund Fund Fund Funds
$ 5,003 $266,787 $ - $ 271,880
$_ 5003 $266.787 $ - $ 271,880
$ - $ - $ - $ -
- 286,787 - 266,787
5,093 - - 5,093
5,083 266,787 - 271.880
$ 5093 $266,787 $ - $§ 271,880

See independent auditer's report and accompanying notes to 3t‘iar.|ancial statements.




PAINTSVILLE INDEPENDENT SCHOOL DISTRICT

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES N FUND BALANCES -
NONMAJOR GOVERNMENTAL FUNDS

For the year ended June 30, 2013

SEEK Total
Debt Capltal Nonmajor
Service FSPK Cutlay Governmental
Fund Fund Fund Funds
Revenues: :
From local sources
Taxes:

Praperty $ . $ 273512 § - § 273512
Earnings on investments 14,535 - - 14,535
Other local revenues - - - .

Intergovernmentat - state 96,614 166,037 74,369 37,220
Intergovernmaental - indirect federal 44,413 - . 44443
Total rovenues 155,762 430,549 74,369 669,880
Exponditures:
{nsiruction - - - .
Suppart services:
Student - - - -
Instruction staff . - - -
Diract administrative - - - -
Schoo! administrative - - - -
Business . - - -
Plant operation and maintenance - - - .
Student transportation - - - .
Central office - - - -
Faciliies and construction - - - -
Community service activities . . - - -
Other 480,878 - - 480,878
Total expendituraes 460,878 - - - 480,878
Excess (deficit) of revenues aver expenditures {325.1186) 439,549 74,369 168,802
Other Financing Sources (Usas):
Bond preceeds 6,751,703 - - 6,751,703
Operating transfers in 320,420 - - 320,420
Qperaling transfers ot - (428,759) (74,389) {503,128)
Non operating transfers in - - - .
Mon operating transfers out (6.751.703) - - {6.751.703)
Total other financing sources (Uses) 329420 {428,758} {74,368) (173,708)
Excess (deficit) of revenues and other financing sources
over expanditures and other financing uses 4,304 10,790 - 15,094
Fund baiance, July 1, 2012 788 255,997 - 256,788
Fund balance, Jure 30, 2013 $§ 5083 & 266787 § - $ 2N !880

See independent auditor’s repart and accompanying notes to ﬁn_ggciai statements.




OTHER COMBINING STATEMENTS AND SCHOOL ACTIVITY FUNDS




PAINTSVILLE INDEPENDENT SCHOOL. DISTRICT
COIMBIN!NG STATEMENT OF FIDUCIARY NET POSITION
SCHOOL ACTIVITY FUNDS (AGENCY FUND)

JUNE 30, 2013

Assels:
Cash
Accounts receivable

Total assets
Liabilities and Fund Balances:
Accounts payable
Due to student groups

Total llabilities

See independent auditor's report and accompanying notes to finencial statements.
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PAINTSVILLE PAINTSVILLE
HIGH ELEMENTARY
SCHOOL SCHOOL TOTAL
$ 64897 $ 27816 § @272
€03 110 713
$ 85500 § 27!925 $ 93!425
$ 4614 $ 2032 § 6,546
60,988 25,883 86,679
$ 65500 § 27925 § 93425




PAINTSVILLE INDEPENDENT SCHOOL DISTRICT

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES DUE TO STUDENT GROUPS

SCHOOL ACTIVITY FUNDS (AGENCY FUND)

For the year ended June 30, 2013

Revonues:
Scheo! activities and projects funds
Athletic fund
Total revenues
Expenditures:
School activities and projects funds
Athletic fund
Total expenditures

Excoss (deficit) of revenues
over expenditures

Fund balances, July 1, 2012

Fund balances, June 30, 2013

See independent auditor's report and gecompanying notes i

PAINTSVILLE  PAINTSVILLE
HIGH ELEMENTARY
SCHOOL SCHOOL TOTALS
$ 131417 $ 49208 § 180,715
157,372 8,750 166,131
288,789 58,057 348,848
138,247 42,879 181,126
161,134 8,131 169,265
200381 51,010 350,391
(10,562) 7.047 (3,545)
71,578 18,846 90,424
$ 60888 2§ 265803 §  88.870

o financial statements,
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PAINTSVILLE INDEPENDENT SCHOOL DISTRICY

STATEMENT OF RECEIPTS, DISBURSEMENTS DUE STUDENT GROUPS

SCHOOL ACTIVITY FUNDS - {AGENGCY FUND)

Fat the year ended June 30, 2013
Dus
Cash Cush Stodent
Batances Palences Ghroups
July 1, 2012 Recelpts Disbursements  June 30,2013 _June 30, 2013 June 30,2013
PAINTSVILLE HIGH SCHOOL
Academic Boosters s 795 779 5494 S 3,024 3.0
Athletic 8248 15730 164,480 4,140 4,104
Band Booster Club 10t5 6,200 6,649 566 566
Beta Club 72 234 m A ] 7
Chatle Adkins Scholarship - 300 . 300 300
Cheer Vassity 12,935 32,348 31,04 14,252 9975
Class of 2009 - 2010 N . - 1 I
Class of 2013 1,968 9,264 9,027 2,208 2,205
Class of 2014 2,218 76 1,294 . -
Class of 2015 - 2,378 2,638 237 17
FCOCLA - 156 . 156 156
General 192 17,489 17,597 84 1
tnstruction 176 7437 71.584 29 29
Library 32 3 . 368 168
Media 597 197 Fae 4 74
Middle School Student Fees 764 3,245 354 466 466
Newspaper 300 - . i) 300
Pep Hs - LS . .
Projecs Prom 20,280 28,444 20,787 21937 27977
Pride Club 768 T4 1465 17 17
Spanish Club 85 4259 10% 3.266 3,266
Steff Pop 2423 5,894 6,046 227 2673
Student Council 618 28 £0 586 586
Textbooks 13413 20 11,783 1,900 1900
Yeurbook 6,481 im 8,500 1,903 1,903
Youth Service Center 903 - 168 735 738
Totals $ 7476 § 288476 § 198295 § 64897 60,986
e —— . ————} e —————— ] —————r——

See independent auditor's report and accompanying notes to financial statements.
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PAINTSVILLE INDEPENDENT SCHOOL DISTRICT

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES (N FUND BALANCES

DEST SERVICE FUNDS
For the yeat ended June 30, 2013

Ravenuos:
Epming on investments
Intengovemments! - stats
Intergovammantsl - federal

Total roveniucs

Exponditures:
Current:
Bond poyments
Bond intorent
Trust feas

Totol expanditures
Excogs [deflcit) of revanues aver expenditures

Other Financing Sources {Usesy:
Bend Proveeds
Cperating tranafers in
Non operaling transfers in
Non operating transfers out

Total othor financing sources (uses)
Escess (deficil) of revenues and othor
financing scurecs over oxponditures and
other finsncing uges
Fund batanca, July 1, 2012

fund belonce, June 30, 2013

Sea Independent auditor's report and accompanying notes to financial statements.

Tota!
azas Issue 18sve 1ssu0 Oebt
Seriss tesuo of2010  fssus  of2008  of2003  Senite
2012 of2012 _ _Refnding _ of2010 _Refunding Refundinn __ Funds

$ 741 S 8000 $§ 2 § 13 0§ 1§ 500 5 1453
. asn . 86988 10438 12819 96.814
44,413 - - - - - 44413
60,154 14,571 271 66899 10430 13328 15,782
. - 85000 60000 50000 40000 255000
54,386 5% /613 67533 7440 2000 224378

- - . 500 500 500 1,500
54,385 4252 _ 14813 _ 168033 67840 _ 43380 ABOSTS
__ 2w _ @rSHR) _(1432) _(101036) _ (47500 (005  @25116)
2,660,020 4,081,774 - . . - 6,751,703
4232 3488 M4E13 101,046 AT502 3561 329420
(2660.020) _(4,081,774) . - R - (B751703)
4,232 31,466 114,613 101,048 47,502 30,561 325.420

. s n 12 1 509 4,308

- - 51 54 63 621 769

s . 5 3sn s 32 5 e 5 & 8 1% 5 5
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PAINTSVILLE INDEPENDENT SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the year ended June 30, 2013

FEDERAL GRANTOR/
PASS - THROUGH GRANTOR/

FROGRAM TITLE

u.s. DEPT. OF AGRICULTURE
Passed Through State Dapt. of Education:

CHILD NUTRITION CLUSTER
National Schoo! Lunch Program

Passed Through State Dept. of Agriculture:
Food Donation (In-Kind Commaoditiea)

School Breakfast Program

TOTAL U.S. DEPT. OF AGRICULTURE

1.8.B EDUCATI
Passed Through State Dept. of Education:

Title | - Grants to Local Educational Agencigs

Career and Technical Education - Basic Grants to States

Twenty-First Century Communlty Leaming Centers

Rural Educalion

improving Teacher Quality - State Granis

The accompanying noles are an integrat part of this schedule.
{Continued naxt page)
44

Federal
CFDA

Number

10.855

10,665

10.653

84.010

84.048

84.287

84.358

:]
n
']
3

bt |

Pass - Through
Granltor's
Number

7750002 12
7750002 13

1006

7760005 12
7760005 13

3100002 11
3100002 12

4621232 11
4621332 12
4621332 13

3400002 10
3400002 1

3140002 10
3140002 11
3140002 12

AAA MMM
3230002 1

3230002 12

Federal

Expenditures

$ 4098
146.515
186433

17,150
203,583

11,760
48,464
80,264

263,837

193,177
108,300
299477

277
§50
2,800
3,627

195,445
101,530
296,875

1,336
9,545
5,000
15,881

49 210

B i

27.008
40,310

656,270




PAINTSVILLE INDEPENDENT SCHOOL DISTRICT
SCHENULE OF EXPENDITURES OF FEDERAL AWARDS
For tha year ended June 30, 2013

{Continued)

FEDERAL GRANTOR/
PASS-THROUGH GRANTOR/

Educalion Jobs Fund

SPECIAL EDUCATION CLUSTER (IDEA)
Special Education - Grants to States

Spedial Education - Preschool Grants

TOTAL U.S. DEPT. OF EDUCATION

1.8, DEPARTMENT OF HEALTH AND

8 c
Passed through Big Sandy Area Community Action
Program, {nc.:
Head Start

TOTAL U.S. DEPARTMENT OF HEALTH AND
HUMAN SERVICES

.80 COM
Direct Program:
Congressianally Ideniified Awards and Projects - Fride Grant
TOTAL U. S, DEPARTMENT OF COMMERCE

TOTAL FEDERAL FINANCIAL ASSISTANCE

The accompanying notes are an Integral part of this schedule.
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Fedearsl
CFDA

84.410

84.027

84.173

93.600
93.600

11.469

Pass - Through
Grantor's

bumber

EJOBO0C 10

3810002 11
3810002 12

3800002 10
2800002 11
3800002 12

04CHO71246
04CHO71247

2726

Federat
Expandiiures

1,277

28,244
115,500
144,744

2,169
7918
1,050
11,137
155,881

813,428

54,854
155.968

210,742

250
280

3120267




PAINTSVILLE INDEPENDENT SCHOOL DISTRICT
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

" Forthe year ended June 30, 2013
NOTE A -BASIS OF PRESENTATION 7

The accompanying Schedule of Expenditures of Federal Awards Includes the federa! grant activity of the
Paintsville independent Schoal District and Is presented on the accrual basis of accounting. The information in
this echedute is presented In accordance with the requirements of OMB Circular A-133, Audiis of States, Local
Govemments, and Non-Frofit Organizations. Therefore, some amounts presented in this schedule may differ
from amounts presented in, or used in the preparation of, the basic financial siatements.

NOTE B - FOOD DISTRIBUTION

Nonmonetary assistance is reported in the schedule at the falr value of the commodities disbursed. At June 30,
2013, the District had rio food commadities in inventory.

NOTE C - TYPE A PROGRAMS

The Paintsville Independent School District did not have any Type A programs for which total
expenditures of federal awards exceeded $300,000 for fiscal year 2013,




SCHEDULE OF FINDINGS AND QUESTIONED COSTS




PAINTSVILLE INDEPENDENT SCHOOL DISTRICT
Schedule of Findings and Questioned Costs

For the Year Ended June 30, 2013

SECTION | - SUMMARY OF AUDITOR'S RESULTS

Financlal Stalemenis
Typa of audiior's report issued unmodifiad.
fntemz! control over financla! reperting:

+ Material weaknass(es) identified? —_yes A no

+ Significant deficiency(fes) identified? __vyes _X none reported
Noneompliance material io financial statements noted? X yes o

Fadaral Awards

intemal control over major programs:

o Material waakness(es) identified? _.yes X _no
« Significant deficlency(ies) identifled? __yes _X none reported

Type of auditor's report issued on compliance for major pregrams wunmodified.

Any audit findings disclosed that are required lo be reparted in aceordance

with Section 510(a) of OMB Clrcular A-1337 yes X_no
identification of major programs: _
CFD, Name of Fedara) Program or Cluster
84,287 Twenty-First Century Community Leaming Centers
10.553 School Breakfast Program
10.555 Natlonal Schoo! Lunch Program and Food Donation

Dollar thresha!d used to distinguish between type A and lype B programs:  $ 300,000
Auditee qualifiad as fow-risk audltes? X_yes —_ho

SECTION 11 - FINDINGS-FINANCIAL STATEMENTS AUDIT
Board 2013-1 Check Signers Are Not Bopded
Conditien: The Superintendent and Board Chalrman who sign checks are not bonded per KRS 160.560.

Criteria; KRS 160.560 requires a fidelity bond to be purchased by the district for individuals with check signing authority
who are responsible for district funds. _

Cause of Condition: Parfies involved did not reallze that they should have been bonded.
" Effect: The district was not protected against potential theft in the amount required by KRS 160.560.

Recommendation: Checks should be signed by bath the Superintendent and Finance Officer and they should be
bonded in the amount required by KRS 160.560.

Management's Response: We will address this issue with the board and obtain all necessary boends as required by law.
SECTION Il - FINDINGS AND QUESTIONED COSTS-MAJOR FEDERAL AWARD PROGRAMS AUDIT

The audit did not disclose any audit findings.
-47-




PAINTSVILLE INDEPENDENT SCHOOL DISTRICT
SCHEDULE OF PRIOR YEAR AUDIT FINDINGS

June 30, 2013

All prior year comments were addressed by the District. Corrections were Initiated and improvements
made in the documentation that was recommended.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN AGCORDANCE WITH
GOVERNMENT AUDITING STANDARDS




Cortifeee! Thllic -loceatntoents

865 Sith Mayo Teail, Suite 7
Paintsville, Kentucky 41240-1215

(606) 789.3588
Fax (606} 789-3326

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Membsers of the Board of Education
Palntsville Independent Schoo! District
Palntsvitle, Kentucky

We have audited, In accordance with the auditing standards generally accepted in the United States of America
" and the standards applicabla to financie! audits contsined in Govemment Auditing Standards tssued by the
Comptreller General of the Unlted States; the provisions of Office Management and Budget Circular A-133,
Audils of States, Local Governmen!s, and Non-Profit Organlzations, and the audit requirements prescribed by
The Kentucky State committee for School District Audits in Appendix | of the independent Auditor's Contract -
General Audit Requirements, Appendix Il of the independent Auditor's Contract — State Audit Requirements,
and Appendix I of the Independent Auditor's Contracl — Audit Extension Request, and Appeondix IV of the
(ndependent Auditor's Contract — Instructions for Submission of the Audit Report; the financial statements of
the govemmental activities, the business-type aclivities, each mgjor fund, and the aggregate remalning fund
information of Paintsville independent Scnool District, as of and for the year ended June 30, 2013, and the
related notes to the financial statements, which collectivaly comprise Palntsville Independent School District’s
basic financial statements, and have lssued our report thereon dated October 14, 2013,

internal Control Over Financlal Reporting

in planning and performing our audit of the financial stalemeants, we considered Palntsville independent School
District's intemnal control over financial reporting (internal controf} to determine the audit procedures that are

appropriate in the circumstances for the purpose of expressing our opinions on the financial statements, but not
for the purpose of expressing an cpinion on the effectiveness of Paintsville Independant Schoo! District's
internal control. Accordingly, we do not express an opinion on the effectiveness of Painlsvllla Independent

Schoot District's intemat control.

A deficlency in intemal contro! exists when the dasign or operatlon of a control daes not allow management or
employees, in the normal caurse of performing thelr assigned functions, to prevent, or detect and correct,
misstatements on a timely basls. A malérial waakness Is a deficlency, or a combination of deficlencles, in
internal control, such that there Is & reasonable possibility that a material misstatement of the enlity’s financial
statements will not be prevented, or detected and corrected on a timely basis. A significant deiicloncy is a
deficiency, or a combination of deficiencles, in intemnal contra! that is {ess severe than a materal weakness, yet
Imporiant enough to merit attention by those charged with govemnance.

Our consideration of intemal control was for the fimited purpose deseribed In the first paragraph of this section
and was not designed to Identify all deficiencies in intemal control that might be material wesknesses or,
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencles in intemal
control that we consider {o be material waaknesses. However, material weaknesses may exist that have not

been Identified.
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Compllance and Other Matters

As pert of obtalning reasonable assurance about whether Paintsvilie Independent Schaol District's financlal
statements are free from material misstatement, we performed tests of iis campliance with certain provisions of
laws, regulations, contracts, and grant agreements, nancompliance with which could have a direct and material
effect on the determination of financia! statement amounts. Howaver, providing an opinion on compliance with
those provisions was not an objective of our audil, and accordingly, we do not express such an opinion. ‘The
resuits of our tests disclosed an instance of noncompliance or other matiers that s required to be reported
under Govemment Auditing Standards and which is described In the accompanying schadule of findings and
questioned costs as item 2013-1.

In édd!tion. the results of cur tests disclosed no instances of material noncompliance of specific state statues or
regulation identified In Appendix f of the Independant Auditor’s Contract - State Audit Requiraments.,

Wae noted certaln maltters that wa reported to management of Paintsville Independent School District, ina
separate letter dated October 14, 2013.

Paintsviile Independent School District's Response to Findings

Paintsville independent Schoo! District’s rasponse to the findings identified in our auditis described inthe .
accompanying Schedule of Findings and Questioned Costs, Paintsville independent School District's response
was not subjecied to the auditing procedures applled in the sudit of the financial statements and, accordingly,

we exprass no opinion on it.

Purpose of this Report

The purpose of this report a solely to deacribe the scope of our testing of internal control and compliance and
the resuits of that testing, and not to provide an apinion on the effsctiveness of the entity's intemal control oF on
compliance. This report is an integral part of an audit performed in accordance with Govemment Audiling
Standards In considering the entity's Intemal control and compliance. Accordingly, this communlcation is not

sultable for any other purpose,

Wells ¢ Congany, PSC

Certifiled Public Accountants
. Paintsville, Kentucky
August 14, 2014, Revised
Octobsr 14, 2013
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Critifived Shblic «tleeearntants

865 Sauth Mayo Trail, Suie 7
Paintsville, Kentucky 41240-1215

{606) 739-3588
Fax (606) 7893326

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

Members of the Board of Education
Palrtsville Independent Schoo! District
Paintsville, Kentucky

Raport on Compliance for Each Major Federal Program

We have audited Paintsville Indepsndent Scheol District's compliance with the types of compliance
requirements described in the OMB Clroular A-133 Compliance Supplement that could have a direct and
material effect on each of Palntsville Independent School District's major federal programs for the year ented
June 30, 2013. Paintsville independent Schoo! Disirict's major faderai programs are identified in the summary
of auditor's results section of the awompa!-lytng schedule of findings and questioned costs.

Management's Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants
applicable to its federal pragrams.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for each of Paintsville Indepandent Schoo! District’s
major federal programs based on our audit of the typas of compliance regquirements referred to above. We
conducted our audit of compllance in accordance with suditing standards generally accepled in ths United
States of America; the stendards applicable to financlal audits contained in Government Audiling Standards,
issued by the Comptroller General of the Uniled States; OMB Circular A-133, Audits of States, Loocal
Govemments, and Non-Profit Organizations, and the audit requirements prescribed by The Kentucky Stale
Committee for School District Audits In Appendix 1 to the Independent Auditor's Contract — Geners! Audit
Requirements, and Appendix Il to the Independent Auditor's Contact - State Audit Requirements, Those
standards and OMB Clrcular A-133 require that we plan and perform the audit o obtain reasonable assurance
abaut whether noncompliance with the types of compliance requirements referred to above that could have a
direct and material effect on a major federsf program occumed. An audit Includes examining, on a test basis,
avidance about Paintsville Independent School District's campllance with those requirements and parforming
such other procedures as we cansidered necessary in the circumstances.

We belleve that our audit provides a reasanabla basis for our opinion on compliance for each major federal
program. However, our audit does not provide a legal determination: of Paintsville Indapendent School District’s
compliance. )

Opinicn on Each Mafor Feders! Program
In our opinion, Psintsville Independent Schoo! District, complied, in all material respscts, with the types of

compliance requirements referred to above that could have a direct and material affect on each of its major
federal programs for the year ended June 30, 2013.
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Report on Intemal Control Over Compliance

Management of Paintsville Indepandent Schoot Disirict, is rasponsible for establishing and maintaining aeffective
intemal control over compliance with the types of compliancae requirements referred to above, In planning and
performing our audit of compliance, we considered Paintsville independent Schoo! District’s interal control
over compllance with the types of requirements that could have a direct and materiel effect on each major
federa! program to dstermine the auditing pracedures that are appropriate in the circumstances for the purpose
of expressing an opinion on compliance for each major federal program and to test and report on Intemal
contro! over compliance in accordance with OMB Circular A-133, but aot for the purpose of expressing an
opinion on the effectiveneass of intemal contro! over compilance. Accordingly, we do not express an opinion on
the effectiveness of Paintsville Independent School District's internal control over compllance.

A daficlency in Intemal control over compllance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing $heir assigned
funciions, to prevent, or detect and correct, noncompllance with a type of compliance ragquirament of a federal

rogram on a timely basis. A material weakness in intemal conlro! over compliance Is a deficiency, or
combination of deficiencies, in intemal contro! over compliance, such that there is a reasonable possibiity that
material noncompliance with a type of compliance requirement of a federal program will not be prevented, or
detected and corrected, an a timely basls. A significant deficlency in Intemal control over compliance 1S a
deficlency, or a combination of deficiencies, In intemal conlrol over compliance with a type of compliance
requirement of a federal program that Is less severe than a material weakness in intemal control over
compliancs, yet important enough to merit atientlon by those charged with governance.

Our conslderation of intemal centro) over complisnce was for the fimited purpose described in the first

graph of this section and was not designed to Idenilify al deficlencles [n internat control ovar compliance
that might be material weaknesses or significant deficlencies. We did not identify any deficiencies in intemal
control over compliance that we consider to be materiel weaknesses. However, material weakngsgses may exist

that hava not baen identified.

The purpose of this report on internal control over compliance Is solely to describe the scope of our testing of
intemal control over compliance and the rasulia of that testing based on the requirements of OMB Circular A-
133, Accordingly, this report is not suitable for any other purpose.

lalls ¢ Cow..gn.-bx, psc

Cerlified Public Accountants
Paintsville, Kentucky
August 14, 2014, Revised
October 14, 2013
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MANAGEMENT LETTER COMMENTS




Eertifivel Shlle etfovvaenilernts

865 South Mayo Teil, Suite 7
Paintsville, Kentucky 41240-1215

(606) 769-3584
Fnx (606) 789-3326

Kentucky State Committes for Schoo! District Audils
Members of the Board of Education

Paintsville Independent Schoo! District

Paintevilie, Kentucky

In planning and performing our audit of the financial stalements of Paintsville independent School District (the
*District™) as of and for the year ended June 30, 2013, in accordance with auditing standards generally
accepled in the United States of America, wa considered the District's intenal conlrol over financial reporting
(internal control) as a basis for designing our auditing procedures for the purpose of expressing our opinions
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
District's intemat control, Accordingly, we do not express an opinion on the effecliveness of the District's
intemnal control.

However, during our audit, we became aware of malters that are opportuniies for strengthening intemal
cantrols and operating efficiency. The memorandum that accompanies this letter summarizes our comments
and suggestions regarding these matiers. This letter does not aifect our report dated October 14, 2013, on
the financial statements of the District.

Wa will review the status of these comments during our next audit engagement. We have already discussed
these comments and suggestions with various District personnel, and we will be pleased to discuss them in
further detall at your convenience, to perform any additional study of these matters, or to assist you in

implementing the recommendations.

Respectiully,
Loabde § Comgacup, CSC

Certified Public Accountants
Peintsville, Kentucky
August 14, 2014, Revised
Qctober 14, 2013
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PAINTSVILLE INDEPENDENT SCHOOL DISTRICT
MANAGEMENT LETTER COMMENTS
June 30, 2013

PRIOR YEAR COMMENTS

Al prior year comments were addressed by the Disirict. Comeclions wese Inltiated and improvements made in
the documentation that was recommended.




PAINTSVILLE INDEPENDENT SCHOOL DISTRICT

MANAGEMENT LETTER COMMENTS - CONTINUED

June 30, 2013

cy €0 S

High School/Elementary Schoof 13-1 Multiple Receipt Forms Not Completed

Condition: Teachers were not having the studenis sign the multiple recelpt form nor tuming supporting
documents in to the bookkeepor for verification of monies collected. '

Criteria: Multiple receipt forms are to be accurately completed and turmned into the bookkeeper for back up
when collecting money.

Cause of Condition: Principals are falling o enforce this requirement.
Effect: Bookkeeper has no idea if ali money collected is being turned in for deposit.

Recommendation: We recommend that multiple recelpts forms are completed by teachers and signed by
students when money Is collected from or issued to students. The multiple recelpt forms should be tumned into

bookkeeping dafly.

Managemsnt's Response: Principals will be made aware of this requirement and asked to have thelr teachers
comply.




